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The Committee on Labor and Public Welfare, to whom was referred 
S. 1347 (introduced by Mr. Murray (for himself, Mr. Hill, Mr. 
Kilgore, Mr. Douglas, Mr. Humphrey, Mr. Lehman, Mr. Pastore, 
Mr. Kefauver, Mr. Langer, Mr. Ferguson, and Mr. Malone), to amend 
the Railroad Retirement Act of 1937, as amended, and the Railroad 
Retirement Tax Act, and for other purposes, having considered the 
same, report favorably thereon, with amendments and recommend 
that the bill as amended, do pass. 
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I. INTRODUCTORY STATEMENT 


When the committee began its study of proposed amendments to 
increase the benefits provided by the Railroad Retirement Act, there 
were 11 bills taken into consideration. However, as the hearings got 
under way in the latter part of April and the early part of May, it 
became evident that the issues would be centered about two different 
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approaches to the problem. These two approaches were embodied 
in S. 1347 supported by the Railway Labor Executives’ Association 
(often referred to as the non-operating brotherhoods), on the one hand, 
and S. 1353 supported by four operating brotherhoods, on the other. 

The operating brotherhoods atvbented an across-the-board increase 
of 16% percent for pensioners and annuitants only, with an amendment 
to the Railroad Unemployment Insurance Act. 

The Railway Labor Executives’ Association advocated more com- 
prehensive changes in the act citing, among other reasons, the recent 
amendments to the Social Security Act as making this necessary. 
These changes were embodied in S. 1347. The major provisions of 
S. 1347 as introduced were as follows: 

(a) Increase in annuitants’ benefits, 13.8 percent. 

(6) Increase in pensioners’ benefits, 15 percent. 

(c) Increase in survivors’ benefits ranging from 65 to 80 percent. 

(d) The addition of a new provision for a spouse’s benefit of 50 per- 
cent of the employee’s benefit subject to a maximum of $50. (Advo- 

‘vated to bring railroad-retirement benefits for spouses in line with 
those given to pensioners under social security.) 

To make additional revenue and savings to the Railroad Retirement 
Act in order to pay for these increased benefits, 5. 1347 as introduced 
would make the following provisions: 

(a) An increase in the taxable base from the existing monthly maxi- 
mum of $300 to a new maximum of $400. 

(b) A $50 work clause which would provide that beneficiaries under 
the Railroad Retirement Act earning more than $50 a month would be 
denied benefits for such months. 

(c) A provision which would require the social-security system to 
pay social security benefits to railroad employees (and those deriving 
from them) who upon retirement or death have completed less than 
10 years of service. In such cases, the railroad retirement account 
would pay into the social security fund an amount equal to that which 
would have been paid by these employees (and their employers) had 
they been covered by the Social Security Act. 

The committee adopted S. 1347 as a basic bill but made substantial 
changes in it. These changes were made in order to meet the major 
objections of the four operating brotherhoods, the Association of 
American Railroads, and other interested groups, and in an effort to 
report a sound bill. The major provisions of the committee bill are 
as follows: 

A 15-percent increase in the benefits of both pensioners and 
annuitants. 

(b) Survivors’ benefit increases to the degree necessary to bring them 
up to the level of those provided by social security. 

(c) A spouse’s benefit of 50 percent of the retired employee’s benefit 
up to a maximum of $40. The maximum is the same as is provided 
for those covered by the Social Security Act. 

To bring additional revenue and savings to the railroad retirement 
account to pay for the additional benefits, the committee bill provides: 

(a) An increase in the tax base from the present maximum of $300 
a month to a new maximum of $350 a month. This preserves the 
historic difference between the tax base of the social security system 
and the tax base of the railroad retirement system. 
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(6) Adopts the provisions of S. 1347 as introduced which provide 
for employees with less than 10 years service to be paid benefits from 
the social security system with the railroad retirement fund paying 
into the social security system an amount equal to that which would 
have been paid into the system by such employees (and their em- 
ployers) had they been covered by the Social Security Act. 

The subcommittee which considered this legislation made every 
effort to help the various parties concerned to reach an agreement. 
When these efforts failed, the subcommittee reported this bill which 
it felt was a sound basis for an agreement among all those concerned. 
When it was found that all parties would not agree to the proposal, 
the subcommittee felt, nevertheless, that the bill represented sound 
legislation and that those persons presently drawing benefits from 
the railroad retirement system should not be compelled to have all 
increases made necessary by rising prices postponed simply because 
all parties were not in complete accord. 


II. SumMaARY OF LEGISLATION TO DaTE 
A. THE RAILROAD RETIREMENT ACT 


The railroad retirement system developed out of the private pension 
systems which the railroads established many years ago. Those 
systems encountered financial difficulties in the early 1930’s, and after 
much effort, the present Federal system was first established by an act 
of Congress on June 27, 1934. This act was invalidated by a decision 
of the Supreme Court of the United States on May 6, 1935, but was 
reestablished by a second act of Congress on August 29, 1935. This 
act was in turn partially invalidated by a decision of a Federal district 
court on June 26, 1936. However, the system was fully reestablished 
by a third Federal act on June 24, 1937, pursuant to an agreement 
between representatives of the standard railway labor unions and 
railroad management. 

Under the reestablished system, railroad employees assumed one- 
half the cost, the employers the other half; and a Federal board (com- 
posed of a public member as chairman, and two other members, repre- 
senting railroad management and railroad labor, respectively) was 
created to administer the system. The Railroad Retirement Act of 
1937 is now in effect, although it has been amended a number of times. 
The first several amendments occurred in the period 1940-42, and the 
last major amendment was enacted in 1946. Another fairly important 
amendment was enacted in 1948. 

Retirement annuities and pensions.—As now in effect, the Railroad 
Retirement Act of 1937 provides for the payment of employee annui- 
ties to individuals who qualify because they are (1) 65 years of age 
or over; (2) 60 years of age or over and have completed 30 years of 
service (in this case there is a reduction of one one hundred 
eightieth for each month the employee is under age 65, except that 
there is no such reduction in the case of a woman; (3) 60 years of age 
or over, are permanently disabled for work in their regular occupa- 
tions and are currently connected with the railroad industry; (4) 
less than 60 years of age, are permanently disabled for work in their 
regular occupations, have completed 20 years of service, and are 
currently connected with the railroad industry; (5) 60 years of age 
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and are permanently disabled for work in any regular, gainful em- 
ployment; (6) less than 60 years of age, are permanently disabled for 
work in any regular gainful employment, and have completed 10 
years of service. 

The act also provides monthly pensions not in excess of $144 to 
individuals who were on the pension rolls of covered employers on 
specified dates, one preceding and one immediately following the 
enactment of the act. The annuities are computed by a formula 
set out in the act based on years of service and average compensation 
not in excess of $300 for any month. Service in covered employment 
subsequent to December 31, 1936, except service rendered after June 
30, 1937, and after the end of the calendar year in which the individual 
attained age 65, is creditable toward annuities. Service prior to 
January 1, "1937, is creditable up to an over -all aggregate of 30 years’ 
service for individuals who had an “employee” status on August 29, 
1935. An “employee’’ status existed on that date if an individual 
was then either in the active service of, or in an employment relation 
to, an employer under the act, or was an employee representative. 

Under certain circumstances active service in the land or naval 
forces of the United States is also creditable. When so creditable, 
there is attributable as compensation paid for each calendar month of 
such service, the amount of $160 in addition to other compensation, 
if any, paid to the individual with respect to such month. The 
maximum annuity payable, based in whole or in part on service prior 
to January 1, 1937, is $144; a minimum anuuity provision applicable 
where there is a “current connection with the railroad industry” 
operates to provide an annuity which is equal to whichever of the 
following three amounts is the least: $3.60 times the number of years 
of service, or $60, or the average monthly compensation. 

Survivors’ insurance annuities and lump-sum payments.—The follow- 
ing benefits are payable to the survivors of an employee who died com- 
pletely insured: (1) a monthly annuity to the widow “living with” 
the employee at the time of his death, beginning at age 65 and ending 
at death or remarriage; (2) a monthly annuity to the widow regardless 
of age as long as she does not re marry and has in her care unmarried 
children of the employee who are —s, and were dependent on the 
employee at the time of his death; a monthly annuity to each 
unmarried child who was depe ndent se the employee at the time of 
his death, as long as the child remains unmarried and is under age 18; 
(4) a monthly annuity to each dependent parent beginning at age 65 
and ending at death or remarriage (a parent’s annuity is payable only 
it the employee leaves no widow or dependent, unmarried children 
under age 18; (5) an insurance lump sum ayable to the widow, or 
widower, or children, parents, or payers of the funeral expenses (in 
the order named), if the employee dies after 1946 leaving no survivor 
entitled to an immediate monthly annuity and if a claim is filed 
within 2 years of the date of the employee’s death. 

The payment of an insurance lump sum to a widow or parent does 
not affect the subsequent payment of a monthly annuity to the same 
survivor when that person reaches age 65. If the employee died 
partially, but not completely, insured, only the benefits described in 
(2), (3), and (5) may be payable. An employee is completely insured 
at the time of his de re if he has “a current connection with the rail- 
road industry” and (1) has 40 or more quarters of coverage, or (2) 
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has quarters of coverage, not less than 6, equal to one-half of the 
elapsed quarters (other than those in which a retirement annuity was 
payable to him) after 1936 or after the quarter in which he attained 
age 21, if later, and up to but excluding the quarter in which he died 
or attained age 65, whichever is first. 

An employee is also completely insured if (1) a pension was payable 
to him under the Railroad Retirement Act, or (2) a railroad retire- 
ment annuity based on not less than 10 years of service began to 
accrue to him before 1948. An employee is partially insured if at 
the time of his death he has “a current connection with the railroad 
industry”’ and at least 6 quarters of coverage in the period beginning 
with the third calendar year next preceding the calendar year in 
which he died and ending with the calendar quarter next preceding 
the calendar quarter in which he died. In de ‘termining an insured 
status, quarters of coverage earned in employment under the Social 
Security Act are combined with quarters of coverage earned in service 
under the Railroad Retirement Act. 

A lump-sum death benefit equal to 4 percent of an employee’s 
creditable compensation after 1936 is payable with respect to his 
death occurring before 1947, provided a claim is filed within 2 years 
of the date of the employee’s death. In deaths on or after January 
1, 1947, a residual lump sum is provided equal to 4 percent of the 
employee’s taxable railroad earnings from January 1, 1937, through 
December 31, 1946, and 7 percent thereafter, minus any retirement 
annuities pre viously paid to the employee under the Railroad Retire- 
ment Act and any survivor benefits paid with respect to his death 
on the basis of service covered under the Railroad Retirement Act or 
on the basis of combined service under both the Railroad Retirement 
Act and the Social Security Act. This payment can be made only 
when no benefits, or no further benefits, are payable with respect to 
the employee’s death. However, a widow (or parent) entitled to 
monthly benefits on reaching age 65 on some future date, may at any 
time before that date elect to waive rights to such benefits immedi- 
ately. The waiver, however, would not deprive the widow (or 
parent) of any annuity to which she may be entitled at age 65 on the 
basis of the employee’s social security earnings alone. The residual 
payment is made to a person designated by the employee, or, in the 
absence of a designation, to the widow (or widower), the children (or 
grandchildren entitled to share with children under State inheritance 
laws), or the parents, in that order. If no person is alive to receive 
the payment, it goes to the employee's estate. 

Source of annuities, pensions, and death benefits.—The act created an 
account in the Treasury of the United States known as the railroad 
retirement account and authorized the appropriation to the account 
in each fiscal year of an amount actuarially determined by the Board 
to be sufficient as a premium to provide for the payment of all an- 
nuities, pensions, and death benefits under the Railroad Retirement 
Acts of 1935 and 1937. That part of the premium which is not 
immediately required for the payment of annuities, pensions, and 
death benefits is invested in obligations of or guaranteed by the United 
States to bear interest at the rate of 3 percent per annum. 

The Railroad Retirement Tax Act.—Public Law No. 572, approved 
July 31, 1946 (formerly the Carriers Taxing Act, or subch. B of ch. 9 
of the Internal Revenue Code, now the Railroad Retirement Tax Act), 
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provides that the tax on employees and employers subject to the act 
on compensation paid to employees not in excess of $300 a month, 
shall be 5% percent for 1947 and 1948; 6 percent for 1949, 1950, and 
1951; and 6% percent after December 31, 1951. The tax act also 
provides a tax on employee representatives with respect to compensa- 
tion paid to such representatives after December 31, 1946, not in excess 
of $300 a month at the following rates: 1947 and 1948, 11% percent; 
1949 through 1951, 12 percent; after December 31, 1951, 12 percent. 
The taxes are collected by the Bureau of Internal Revenue and are 
paid into the Treasury of the United States as internal-revenue 
collections. 


B. THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Unlike the railroad retirement system (which preceded the social 
security system), the railroad unemployment insurance system came 
into being after the State unemployment systems (established under 
the provisions of the Social Security Act) had been in operation for 
several years. ‘The events which le d railroad employees to sponsor a 
bill for a separate unemployment insurance system were highlighted 
by a series of difficulties which railroad employees experienced in their 
efforts to obtain unemployment benefits under the State systems. 
Those difficulties were considered insurmountable except by the es- 
tablishment of a separate railroad unemployment insurance system. 
As in the case of the Railroad Retirement Act, the Railroad Unem- 
ployment Insurance Act was amended in several respects in the period 
of 1940-42, and in major respects in 1946 and in 1948. 

Unemployment insurance benefits.—As now in effect, the Railroad 
Unemployment Insurance Act provides for the payment of (1) un- 
employment benefits to individuals who are unemployed but who are 
willing and able to work; and (2) sickness benefits (including mater- 
nity benefits) to individuals who are unable to work because of sick- 
ness or injury. The benefits within the uniform ‘benefit year,’ be- 
ginning July 1, of each year, are payable on the basis of earnings 
(excluding any in excess of $300 in any one month) in covered employ- 
ment in the calendar year, termed the ‘“‘base year,” preceding the be- 
ginning of the benefit year. To be eligible for benefits in any benefit 
year, an individual must have earned at least $150 in covered employ- 
ment in the appropriate base year. 


Ill. Neep ror New LE&GISLATION 


During the hearings on the original bill, there were many contro- 
versial issues raised by those concerned with the legislation, but all 
were in agreement that the need for legislation to increase retirement 
benefits under the Railroad Retirement Act was urgent. 

This bill reported by the committee would amend the Railroad 
Retirement Act in a number of ways, directed mainly toward provid- 
ing much needed increases in the benefits payable to railroad workers 
and their families. For several years now, the scale of these benefits 
has lagged far behind the steadily rising cost of living and wage rates. 
The standard railway labor organizations and many Members of 
Congress have been seriously concerned with the inadequacy of these 
benefits in view of the steadily rising price level. 
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When the formula for computing retirement annuities was adopted 
14 vears ago, annuities bore a reasonable relationship to current wages 
and to the cost of living. But since that time, prices have skyrocketed 
and wages have not been far behind. The only increase in railroad 
retirement benefits was one of 20 percent, provided by Public Law 
744, EKightieth Congress, in 1948. But even at that time, there was 
no increase in survivor benefits, and it was clear that the increase in 
retirement benefits was far from adequate. Similarly, the formula 
for computing benefits for survivors of deceased railroad employees 
was established before the beginning of the present inflationary 
period. Although these benefits were set up by the amendments of 
July 1946, the formulas were established in 1944, when the bill was 
first introduced in Congress. Thus, in one instance benefits were 
increased, but not enough; and in the other, there was no increase 
whatsoever. That is the picture we have at this time. In both cases, 
it has meant extreme hardship for the hundreds of thousands of 
persons who depend on these benefits for sustenance, and even survival. 

The greatest sufferers from the present wave of price inflation are 
those people who are trying to exist on a fixed income, such as pensions 
and annuities. They are trying to get along on a fixed number of 
dollars each month. And these dollars are buying less and less as the 
cost of the basic necessities of life soars higher and higher. The 
end result of this situation is that these people are driven to accept 
greatly lowered living standards. It is indeed a desperate prospect 
for them. It will be impossible, at least for the present, to bring 
pric es down to a level which would bring any real relief to such people. 
There is little need to dwell further on the dire need for the increased 
benefits called for by S. 1347, as reported. 

It is a well-known fact that railroad workers have led the way in 
social insurance in this country. This leadership became manifest in 
1935 when Congress passed the original Railroad Retirement Act. 
There was general agreement until rece ently that the railroad retirement 
system was without peer among plans of its kind. However, with the 
passage of the 1950 amendments to the Social Security Act, and the 
gains made in the past vear or two by employees in many industries 
through the adoption of company pension plans, the railroad system 
has fallen behind. The committee feels that railroad employees, in 
view of the substantial cash contributions they have been maiking to 
their system, are fully entitled to the increase in benefits. 

The railroad retirement system is financed by a tax of 6 percent of 
wages up to $300 a month on employees and a like amount on their 
employers. This tax rate is scheduled to rise to 6% percent beginning 
next January. The committee believes that the payroll tax rates 
on employees and employers for the maintenance of the railroad retire- 
ment system should not be increased further, but that another method 
should be provided to finance the cost of the additional benefits 
sought by this bill. 

IV. HearinGs 


The bill S. 1347, as cs ginally introduce e -d, and the bills S. 399, S. 510, 
S. 681, S. 725, S. 941, 1125, S. 1308, S. 1348, and S. 1353 were the 
subjects of the eansseae held by a sube ‘ommittee of this committee on 
April 27, 28, May 1, 2, 3, 8, 9, 12, and 14, 1951. The testimony, 
however, was directed mainly to the provisions of the bills S. 1347 and 
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S. 1353. There was no disagreement as to the urgent need for in- 
creasing retirement benefits; nor was there any disagreement about 
keeping the tax rates at the present level. 

The major disagreements centered about the two bills, 5S. 1347 and 
S. 1353. The proponents of S. 1353 urged an across-the-board in- 
crease of 16% percent for pensioners and annuitants only. 

The proponents of S. 1347 urged more comprehensive changes, 
however. They asked for an increase of 13.8 percent in annuitants’ 
benefits and a 15-percent increase in pensioners’ benefits. They also 
asked for increases in survivors benefits ranging from 65 to 80 pere ent. 
In addition, they asked for a new provision granting a spouse’s 
annuity patterned after existing provisions in the ‘Social Sec urity Act. 

To pay for these increased benefits, the proponents of S. 1347 sub- 
mitted measures designed to increase revenues and savings flowing 
into the railroad retirement account. First, the bill provided a raise 
in the tax base under the Railroad Retirement Tax Act from $300 to 
$400 a month; and this was estimated to bring in $80,000,000 a year 
to the railroad retirement account. Second, the bill contained a pro- 
vision under which, in effect, the Federal old-age and survivors insur- 
ance trust fund will reimburse the railroad retirement account to the 
extent necessary to put the social security system in the same position 
in which it would have been except for the separate existence of the 
railroad retirement system; the bill, in substance, declares it to be the 
congressional policy that the social security system shall neither profit 
nor lose from the existence of the separate railroad retirement system. 
Because the railroad retirement system covers an older group and a 
group which is in other respects a higher-cost segment of the national 
working population, it has achieved savings to the social security sys- 
tem by removing that higher cost segment from the coverage of that 
system. These savings are estimated to be about 2 percent of pay- 
roll, or about $100,000,000, which the bill utilizes for increasing bene- 
fits under the railroad retirement system without increasing the tax 
rates for the maintenance thereof. Third, the original bill provide “da 
$50 work clause substantially the same as in the Social Security Act 
which, it was estimated, would result in savings to the railroad retire- 
ment account amounting to about 1 percent of payroll or $50,000,000 
a year. 





V. Tue Britt S. 1347 as Reported BY THE COMMITTEE 





The bill S. 1347 as reported by the committee makes substantial 
changes in the bill as originally introduced. The committee bill 
increases annuities (including minimum annuities, and annuities 
pursuant to elections of joint and survivor annuities) and pensions 
by 15 percent, and survivor benefits by 334 percent. In addition, 
the reported bill contains an overriding social security minimum 
benefit provision for retirement and survivor benefits the same as 
that contained in the original version of S. 1347. The committee 
bill also provides a spouse’s annuity equal to 50 percent of the em- 
ployee’s benefit, the same as is provided in the original bill, except 
that the maximum is $40 instead of $50. The spouse’s annuity will 
be paid when the spouse is age 65 after the attainment of such age 
by tne retired employee himself. 
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In the event of retirement benefits both under the Railroad Retire- 
ment Act and the Social Security Act, the committee bill contains a 
provision to eliminate dual benefits on the basis of service before 
1937. The new Social Security Act is so weighted in favor of short- 
term workers as to, in effect, give credit for service prior to 1937. 
This provision is the same as that contained in the original S. 1347. 
An additional proviso was inserted in the committee bill which guar- 
antees that, for annuitants already on the rolls who may be eligible 
for dual benefits as of the effective date of enactment, the reduction 
for prior service penalty shall not result in a smaller benefit amount 
than the family received just prior to the date of enactment. 

With respect to aged widows and parents already on the rolls, the 
reference in section 5 (g) (2) to other benefits under the Social Secu- 
rity Act is to the Social Security Act as amended in 1950, but subject 
to a guaranty similar to that described in the preceding paragraph 
with respect to reductions for prior service. 

With the exception of the beneficiaries already on the rolls on the 
effective date, the committee bill transfers employees (and their bene- 
ficiaries) with less than 10 years of railroad service to social security 
coverage, but subject to the residual lump-sum guaranty, all as pro- 
vided in the original S. 1347. 

The committee bill also includes a modified version of the social- 
security railroad retirement reimbursement provisions of the original 
S. 1347; raises the creditable and taxable monthly compensation from 
$300 to $350; and provides for service credits after age 65. 

The bill S. 1347 as reported out by the committee appears in appen- 
dix A. This bill is the result of careful study and consideration of all 
the major issues which developed during the hearings, as follows: 


>s” 


1. Cost of railroad retirement system as it would be amended by S. 1347 , 
as re porte d 


(a) The majority of the Railroad Retirement Board filed with the 
committee a report on S. 1347 as introduced, discussing it in detail and 
recommending its enactment. (See appendix B to this report.) The 
Board attached to its report an exhibit B showing that the total cost of 
the railroad retirement system, as it would be amended by S. 1347, 
would be 14.13 percent of payroll. The taxes on the employers and 
employees for the maintenance of the system is 12 percent of payroll, 
and will be 12.5 percent beginning next Jauary. With regard to the 
difference of 1.63 percent of payroll between total tax rate and the 
estimated actuarial level cost of the system, the majority of the Board 
said as follows: 

It appears from exhibit (B) that there is a difference of about 1% percent between 
the total tax rate and the estimated actuarial level cost of the system as it would 
be amended by the bill. But in the Board’s opinion this does not require an 
increase in the tax rate to maintain the system on a financially sound basis. The 
railroad retirement system was in a similar position in 1948. During the hearings 
on the bill which was later enacted as Public Law 744, Eightieth Congress, it was 
shown that the increase in retirement annuities then proposed would result in a 
total cost of a little over 1 percent above the established tax rate. Then, as now, 
the Board coneluded that the enactment of the 1948 amendments would not im- 
pair the financial soundness of the railroad retirement system. Congress was of 
the same opinion, and the 1948 bill was enacted. Within a very short time there- 
after, both the Board and the Congress were vindieated. The latest actuarial 
valuation of the railroad retirement system showed it to be financially sound, 
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(6) The management member of the Board, and, with the exception 
of Mr. Dorrance Bronson, the actuary for proponents of the rival bill, 
S. 1353 whose testimony is discussed in (d), all the actuaries who 
testified during the hearings, including Mr. Latimer, did not agree with 
the majority of the Board. They were all of the opinion that because 
of the difference between the total tax rate and the estimated actuarial 
level cost the system would not be actuarially sound. They con- 
sidered any appreciable difference between the total tax rate and esti- 
mated actuarial level cost as evidence of actuarial unsoundness. 

(c) The witnesses for the Railway Labor Executives’ Association 
agreed with the majority of the Board. They agreed that the system 
should be maintained on a sound financial basis. They stated, how- 
ever, that in the light of past experiences they were confident that the 
difference between the total tax rate and estimated cost of the system 
would disappear within a few years. In the past 15 years, they said, 
the financial status of the railroad retirement system varied, according 
to the estimates of the actuaries, from being underfinanced by about 
3.6 percent of payroll to being overfinanced by about 1 percent of pay- 
roll. With one minor exception, they said, changing economic con- 
ditions rather than changes in tax rates were responsible for these 
variations. The Railway Labor Executives’ Association also made 
comparisons between past actuarial estimates of disbursements and 
actual disbursements, showing overestimates ranging from 12 to 23 
percent. Assuming, therefore, that in calculating the cost of this bill, 
disbursements were overestimated by only 10 percent, such over- 
estimate, by itself, they said, would be sufficient to eliminate the 
difference between the total tax rate and the estimated actuarial level 
cost of the system. In any event, they said, the system is certain to be 
solvent for at least another 30 years during which time there would be 
ample opportunity to make up the difference if that should be neces- 
sary. ; 

(d) The proponents of S. 1353 did not comment on the Board’s 
cost figures on this bill; but in support of their own bill Mr. Dorrance 
C. Bronson, an actuary, testified that on the basis of a ‘“‘tolerance”’ of 
about 1 percent of payroll (that is, that a difference of about 1 percent 
between the total tax rate and the estimated level cost does not affect 
the soundness of the system) retirement benefits under the Railroad 
Retirement Act could be increased by 16% percent, particularly be- 
cause, in his opinion, the Board’s actuaries failed to take into account 
a certain trend in employment which, had it been considered, would 
have permitted a reduction in the cost of the present act by 0.46 
percent of payroll. 

(e) Appendix C to this report is a supplemental statement of the 
Railroad Retirement Board, dated September 13, 1951, showing a re- 
calculation of the cost of the original bill and a reduction of the cost 
from 14.13 percent of payroll to 13.90 percent of payroll. 

(f) The cost of the bill S. 1347 as reported by the committee is as 
follows: 
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TABLE I.—Cost estimates for modzfications of the present Act in accordance with the 
provisions of S. 1347, as reported by the committee! 





Cost as percent of indicated type of 


p iyroll 
Item $300 monthly | $350 monthly | $400 monthly 
ceiling and ceiling and a and 
$4.9 billion $5.3 billion 5.5 billion 
pavroll payroll payroll 
(present tax | (committee (S. 1347, as 
base bill introduced 
A. Benefits to employee and spouse 12. 00 11. 66 11. 52 
1. Age annuities, pensions, and options 7.74 7. 50 7.41 
2. Disability annuities payable before age 65 | 1.71 1. 65 1. 63 
3. Disability annuities payable after 65_- 1. 52 1.49 1. 47 
4. Wives’ benefits . ; | 1.03 1.02 1.01 
B. Survivor insurance benefits. __--- pial licens 2.74 2. 67 2. 63 
1, Aged widows’ and parents’ annuities - 2. 16 2.10 2. 08 
2. Widowed mothers’ annuities 15 15 14 
3. Children’s annuities -- 24 23 2 
4. Insurance lump sums 19 19 18 
a See ; oe 96 90 86 
1. Allowance for maximum and minimum provisions . 28 . 25 .B 
2. Residual payments. ‘ . 54 52 51 
3. Administrative expenses -._........--- : 14 13 12 
Th, ee Oe es ie ek onses 1.30 1. 20 1.15 
E. Credits from OASI trust fund on account of additional | 
benefits which would have been payable under the Social 
Security Act with respect to employees with at least 10 | 
years of railroad service... 5.97 5. 52 5. 32 
F. Credits to OASI trust fund of taxes at social security tax | 
rates based on all railroad employment. s 6. 00 5. 55 5. 34 
G. Net costs, including social sec — eee (A+B+ 
C—D—E+F). ‘aa 14. 43 14. 06 13. 88 


1 Assumes the transfer of individuals with less than 10 years of railroad service to the social security system 
and is based on the criterion that the OASI trust fund is to be put in the same position it would have been 
had railroad earnings been included within social security coverage since 1936. Without such transfer of 
individuals with less than 10 years of railroad service, a considerable increase in the indicated net costs 
would be involved. 


Source: Office of Director of Research, Railroad Retirement Board, Sept. 29, 1941. 


The first column of the above table I shows that the cost of the 
Railroad Retirement Act as it would be amended by the committee 
bill would have been 14.43 percent of payroll if the present monthly 
maximum had been allowed to remain at $300. The second column 
shows the cost of the Railroad Retirement Act as amended by the 
committee bill is 14.06 percent of payroll; and the third column shows 
that the cost of the act as it would be amended by the committee bill 
would be only 13.88 percent of payroll if the present monthly maxi- 
mum of $300 were changed to $400 instead of $350. 
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Tasie II.—Comparative cost ‘as percent of payroll’’ estimates for modifications of 
present act in accordance with the provisions of (1) H. R. 3669, as reported to the 
House, (2) S. 1347, as introduced, and (3) S. 1347, as reported to the Senate 


one 8. 1347, as_ | 8. 1347, as re- 
Se introduced, | ported, and 
billion pay- and based on | based on $5.3 
roll and $300 | $5.5 billion | billion pay- 
; : | payroll and | roll and $350 


» aximt . ; ; 

Item Sune. $400 maxi- maximum 
pon mum com- compensa- 
tion ire ! 

pensation tion 
(1) (2) (3) 
A. Benefits to employee and spouse... apna ebbah 12. 16 10. 84 11. 66 
1. Age annuities, pensions, and options 8. 92 6.81 7. 50 
2. Disability annuities payable before 65 1. 68 1. 59 1.65 
Disability annuities payable after 65 1. 56 1.35 1.49 
4. Wives benefits___- 1,09 1,02 
B. Survivor insurance benefits 3. 16 3.73 2. 67 
1. Aged widows’ and parents’ annuities 2.32 | 2. 69 | 2.10 
2. Widowed mothers’ annuities 23 21 | 15 
3. Children’s annuities 37 42 23 
4. Insurance lump sums 24 41 .19 
C. Other costs . 69 71 . 90 
1, Allowance for maximum and minimum provisions. - . 20 25 
2. Residual payments 55 .39 . 52 
3. Administrative expenses .14 12 4 13 
D. Funds on hand 1. 30 1.15 1.20 
E. Credits from OASI trust fund on account of additional | 
benefits which would have been payable under the SSA 
with respect to employees with at least 10 years of rail 
service 7 5. 57 5. 52 
F,. Credits to OASIT trust fund of taxes at social security tax 
rates based on all railroad employment so ‘ 5. 34 5. 55 
G. Net costs, including social security adjustments, (A “plus 
B plus C plus F minus D minus E gape 114.71 213.90 314.06 


A plus B plus C minus D. 
Revised estimate, Sept. 13, 1951. 
Revised estimate, Sept. 24, 1951. 


ow 


Table Il above is a comparison of the cost of the Railroad Retire- 
ment Act as it would be amended by the bills as reported out by the 
House and Senate committees and the bill as originally introduced in 
both Houses. 

(g) As appears from the above table I, there is a difference of about 
1.56 percent between the total tax rate and the estimated actuarial 
level cost of the system as it would be amended by the bill as reported 
by the committee; but in the light of the past experiences of the rail- 
road retirement system, the committee is of the opinion that the differ- 
ence between the total tax rate and estimated cost of the system does 
not present any serious problem. The Board’s opinion on the cost 
issue has already been vindicated in part by the reduction in the cost 
estimate of S. 1347 as introduced from 14.13 to 13.90, a difference 
of about 1.40 percent, which is less than the difference shown by the 
above table with regard to the bill as reported by the committee. The 
committee feels that the Railroad Retirement Board which is charged 
with the official responsibility for sound administration of the system, 
and the Railway Labor Executives’ Association which represents 
about three-fourths of all railroad employees, are no less concerned 
than is the committee with maintaining a policy of safe, sound, and 
prudent financing. In any event, the study hereinafter proposed 
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by the committee will disclose whether, and the extent to which, 
further action should be taken to insure the solvency of the railroad 
retirement system. 

Increase in creditable and taxable compensation from $300 to $400 

a month 

(a) The operating brotherhoods were against this proposal because 
they believed that the operating employees are largely the ones who 
earn more than $300 a month; and that the benefit from this proposal 
would flow in the main to those earning less than $300 a month. 

(b) The carriers were against this proposal because it would cost 
them $40 million a year. 

The Railway Labor Executives’ Association stated in substance 
as follows: 

i) In 1937 when the $300 ceiling was established, railroad 
wage rates were much lower than they are now so that substan- 
tially 98 percent of the railroad payroll was creditable and taxable 
for the purposes of the railroad retirement system. At the present 
time, however, the percentage is only 84. The increase from $300 
to $400 a month would increase the percentage to 95 percent 
The proposed $400 ceiling is less than was the $300 ceiling in 1937. 

(ii) With regard to the $40 million figure given by the carriers 
the Railway Labor Executives’ Association claimed that about 
50 percent of that would be paid, in any event, as a corporation 
tax, so that the cost to the carriers of this provision would be 
not $40 million but about $20 million. 

(iii) The number of employees among the nonoperating em- 
ployees earning in excess of $300, but under $400, was much 
greater than such number among the operating employees. While 
the number of operating employees earning $400 a month or more 
is probably greater than such number among the nonoperating 
employees, the much larger number of nonoperating employees 
earning over $300 and under $400 would have the effect of dis- 
tributing the burden of this provision fairly equally between the 
two groups. 

The committee compromised this issue by increasing the maximum 
monthly compensation from $300 to $350, pending the results of the 
study referred to earlier. 

The Bureau of the Budget and the Federal Security Agency sent 
to the subcommittee of this committee copies of the following letters 
indicating their approval of the spouse’s annuity (discussed in 5 below) 
as well as the increase in the taxable and creditable monthly com- 
pensation: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., August 9, 1951, 
Hon. Rornert Crosser, 


Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. ( 


My Dear Mr. Crosser: I have been advised that the criticisms of H. R. 
3669 offered in the Bureau’s letter to you of May 22, 1951, have been interpreted 
as opposition to granting the benefits proposed in the bill. 

In the interest of clarifying our position, I wish to advise you that while the 
Bureau believes that the defects which we see in H. R. 3669 are valid and while 
we believe that there is a simpler and more equitable way, and incidentally a less 
expensive way, to provide the benefits contained in the measure, we recognize 
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that these are matters for consideration by the Congress. We also recognize that 
it may be impracticable to give attention to these problems at this time. We 
do not deny the need for, nor have we ever opposed, an increase in benefits or 
the new benefits provided. Of particular importance are the increase in wage base 
and the provision of spouses’ benefits. [Italics supplied.] 

In the long run, the interests of the railroad workers would be better served 
by basic coverage under the OASI system and with additional benefits payable 
from the railroad retirement system. Until such time as this end can be brought 
about, we agree that additional benefits of the kind proposed in H. R. 3669 are 
needed and if the Congress believes that they can be equitably given by the en- 
actment of H. R. 3669, we do not wish to object to the passage of the bill, ‘subject to 
one condition. We cannot recommend passage of the measure unless it provides for 
current transfers between the OASI and railroad retirement systems in whichever 
direction is necessary, presumably in most cases from Railroad Retirement to OASI, 
in order to pay for the costs of the transfers that occur between the two systems. [Italics 
supplied.| (Norre.—This condition was satisfied by the new language for section 
5 (k) (2) of the act contained in the committee bill. This language was prepared 
and agreed upon by the Bureau of the Budget, the Federal Security Agency and 
the Railway Labor Executives’ Association.) It is certain that an immediate 
eost to the OASI trust fund will result from the enactment of those provisions in 
H. R. 3669 which call for the payment of benefits from the OASI trust fund for 
railroad workers with less than 10 years service in the railroad industry. 

Sincerely yours, 
F. J. Lawton, Director. 


FepEeRAL Security AGENCY, 
Washington 25, August 18, 1951. 
Hon. Rosert Crosser, : 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Crosser: On August 9, Mr. Lawton, Director of the Bureau of the 
Budget, wrote you regarding H. R. 3669, in reply to your letter of August 7. 

The Federal Security Agency is in accord with the views expressed by the 
Bureau of the Budget. 

Sincerely yours, 
Joun L. THurston, 
Acting Administrator. 

8. The 850 work clause 

As stated earlier, the bill as originally introduced contains a $50 
work clause substantially the same as in the Social Security Act, which 
would save the railroad retirement account about $50, 000,000 a year. 
In view, however, of the opposition to this provision, the committee 
decided not to include it in the bill without further consideration of it 
following the study which this committee is proposing in a separate 
resolution, as stated above. 


4. The 10-year provision and adjustments between the railroad retirement 
account and the OASI trust fund 

The annual report of the Railroad Retirement Board for the fiscal 
year 1949 shows that as of the end of 1947 there were 4,811,700 former 
railroad workers with less than 10 years of service who had worked in 
the industry since 1936 and who were alive and not retired but were 
not working in the railroad industry in 1947. Of these over 4 million 
had less than 1 year of railroad service, and over 700,000 more had less 
than 5 years of railroad service. Less than 85,000 had 5, 6, 7, 8, or 9 
years. IfS. 1347, as amended, were not enacted, all such persons would 
continue to pay more in taxes under the railroad retirement system 
but their benefits would be less than under the Social Security Act. 
Therefore the committee believes that no inequity or injustice is done 
by providing them with greater benefits at no more in taxes than they 
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are paying now. Moreover, such persons do not make railroading their 
career—they generally have 30 or more years of service in industries 
covered under the Social Security Act, and it is certainly more appro- 
priate that their benefits should be paid under that act. 

The committee bill guarantees that in no case should the benefits 
based on railroad service of persons completing less than 10 years of 
railroad service (and those deriving from them) be less under the Social 
Security Act than the taxes they paid under the Railroad Retirement 
Tax Act plus an allowance for interest—a guaranty not enjoyed by 
other persons covered under the Social Security Act. Other advan- 
tages to those with less than 10 years of se rv ice would flow from their 
greater opportunities to be “fully insured.”’ This arises from the fact 
that if an individual has less than 40 quarters of coverage under the 
Social Security Act, he is fully insured only if his number of quarters 
of coverage equals one-half of the total elapsed quarters. The rail- 
road service will certainly add to his number of quarters of coverage. 
In all cases, unless the individual’s nonrailroad service qualifies him for 
maximum social security benefits, the crediting of railroad service 
will increase the average monthly wage on which benefits are com- 
puted, even though the railroad wages are no higher than or even 
lower than the non-railroad wages. This results from the fact that 
under the social security method of computing the average wage the 
earnings in covered employment are averaged over the total elapse “d 
time between the wage beginning date and the w age closing date even 
though during part of the period the individual may have been unem- 
ployed or engaged in employment not covered by the act. Conse- 
quently the crediting of railroad earnings necessarily increases the 
dividend without increasing the divisor by which the average is 
computed. 

General objections were raised to placing railroad employees with 
less than 10 vears of service under the Social Security Act. It was 
pointed out, for example, that it would not be fair to pay the same 
benefits to retired railroad employees, who will be taxed at a rate of 
6% percent after January 1, 1952, as is paid to social-security bene- 
ficiaries, who pay only 1% percent. 

In arriving at the decision to include this provision, however, the 
committee noted (a) that even though higher tax rates were paid, the 
employees transferred to the social security system would receive 
greater benefits than they would if they remained in the railroad re- 
tirement system under the present law, (6) the social security system 
would benefit to the degree that the sakes of those qualifying for 
full benefits by w orking short periods of time would be reduced, (ec) 
neither such beneficiaries of the OASI system nor those of the railroad 
retirement system pay taxes sufficient to cover the costs of their own 
benefits, and therefore dual benefits to such persons for the future are 
not warranted, and (d) the railroad retirement fund would benefit to 
the extent of 1.77 percent of payroll. 

This provision is part of the proposal under which the old-age and 
survivors insurance trust fund would reimburse the railroad retire- 
ment account for the savings achieved to the social security system 
from the separate existence of the railroad retirement system, which 
was estimated to be about $100,000,000 a vear. On this issue the 
testimony came from two sources: the Railroad Retirement Board 
and Mr. Robert J. Myers, actuary for the Social Security Adminis- 
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tration. The figures given in Mr. Myers’ table (table IIT below), as 
well as the estimates of the Railroad Retirement Board (table IV 
below), show net results after the social security system has absorbed 
the cost of crediting railroad service in the case of all individuals 
who at death or retirement have less than 10 years of railroad service. 
In summary, comparison between the Railroad Retirement Board 
estimates and Mr. Myers’ estimates shows that according to the 
Railroad Retirement Board the savings which the social security 
system derives from the separate existence of the railroad retirement 
system exceed the cost of crediting railroad service in the less-than- 
10-year cases by 0.25 (table IV (0.82+-1.20)—1.77 percent of the rail- 
road payroll and therefore call for a transfer in that amount from the 
old-age and survivors insurance trust fund to the railroad retirement 
account; whereas, according to Mr. Myers, the savings which the 
social security system derives from the separate existence of the rail- 
road retirement system falls short by 0.69 percent of payroll from 
completely offsetting the cost of crediting railroad service under the 
social security system in the less-than-10-vear cases. Although it 
appears from Mr. Myers’ memorandum that he denies the existence 
of any savings to the social security system from the separate existence 
of the railroad retirement system, this denial is not supported by his 
table. This table does not deny the existence of the savings but dis- 
agrees with the Retirement Board actuaries on the extent to which 
those savings and the cost of crediting railroad service in the less- 
than-10-year cases offset each other. Mr. Myers does not indicate 
what he believes to be the cost to the social security system of crediting 
railroad service in the less-than-10-year cases. However, it appears 
from the Railroad Retirement Board estimates that the savings to 
the railroad retirement account from the transfer of credit in such 
cases is 1.77 percent of payroll and Mr. Mvers has not taken issue 
with that figure. It would thus appear that if Mr. Myers’ estimates 
rather than the Board’s estimates are used, the railroad retirement 
system would achieve savings of 1.08 percent (1.77-0.69) of payroll 
by virtue of the financial arrangements provided by S. 1347, as origi- 
nally introduced. 


TABLE III. Level cost calculations for social secur ily reimbursement fe ature, hased 
on 85.2 bitlion pa yroll ($400 monthly limit) on S. 1347 as introduced 


Railroad 


Item Retirement Myers’ 
Board estimate 
estimates 

B. Benefits according to social security formulas based on compensation and Percent Percent 
wages for cases adjudicated by Kailroad Retirement Board 6. 57 6. 23 
1. Employee retirement benefits 3. 86 3. 86 
2. Wife's benefits 62 56 
Survivor benefits 2.09 1.81 


C. Social security benefits based on wages alone for cases also adjudicated by 


Railroad Retirement Board 67 1. 27 
1. Employee retirement benefits 57 1.10 
2. Wife's benefits i) 17 
LD. Excess of social security taxes on railroad payrolls during 1937-50 over 
idditional social security benefits which would have been payable if 
railroad earnings were credited 10 10 
E. Social security taxes on railroad payrolls after 1950 9. 25 5. 25 
I. Reimbursements from OASI (B-C 5, O 4.96 
Il. Amounts due OASI (D+E 5. 65 5, 65 
III. Net reimbursement from OASI to Railroad Retirement Board (1-I1 +. 25 —.fi9 
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TABLE IV.—WSavings in the cost of the benefits of S. 1347, as introduced, resulting 
from social-security integration 


Cost as percent of— 


$5.2 billion payroll ! | $4.9 billion payroll 2 


Item — - 

Employ- | Employ-| Employ-| Employ- 

ees with | ees with | ees with | ees with 

less than | 10 years | less than | 10 years 

10 years | or more 10 years | or more 

A. Benefits eliminated 81.77 41.82 1 
B. Social-security benefits based on combined earnings 6. 57 7.04 
C. Social-security benefits based on wages only . 67 72 

D. Excess of social-security taxes on railroad payrolls over 

additional social-security benefits, 1937-50 06 34 07 5 
E. Social-security taxes on railroad payrolls after 1950 89 4. 36 95 4.63 
F. Savings [(A+B)—(C+D+E)] 82 1. 20 80 1. 34 


! Based on earnings limit of $400 per month. 

2 Based on earnings limit of $300 per month. 

If service restriction were removed, this saving would disappear. However, there would be an offset 
under (B minus C) of about 0.52 percent. 

4 If service restriction were removed, this saving would disappear. However, there would be an offset 
under (B minus C) of about 0.57 percent. 


5. Spouse’s annuities 

The spouse’s annuity is closedly related to and integrally tied up 
with other provisions of the committee bill, particularly the increase in 
retirement annuities and the proposal that beneficiaries should in no 
case receive less than they would have received had railroad service 
been covered by the Social Security Act. If the finances were ade- 
quate to permit doing all the other things that need to be done and 
also to increase all retirement annuities, by, say, 65 percent, one might 
well consider that as an alternative to providing a spouse’s annuity. 
But since such a course is obviously out of the question, the spouse’s 
annuity affords a means of doing substantially that in the cases of 
greatest need, i. e., where two adult and aged people rather than just 
one must live on the annuity. 

It may be suggested that the need is the same irrespective of whether 
the spouse is age 65. However, it should be borne in mind that 
although 65 is the permissible retirement age, the actual average age 
is about 68. Hence in the typical case of a wife 2 or 3 years younger 
than the husband, the wife is likely to be age 65 or over at the time of 
her husband’s retirement. And even if the wife is more than 2 or 3 
years younger, the spouse’s annuity nevertheless provides the employee 
with a very large measure of additional security. In such cases, the 
employee may decide to work a year or two beyond the time when he 
would otherwise retire. Or accumulated resources may be drawn 
upon to provide support during the period preceding the wife’s 
eligibility if there is assurance that a wife’s annuity will be coming in 
when she reaches age 65. 

As of any given time, over 90 percent of the employees are married 
and of those unmarried many are younger men who expect to marry. 
The provision of a spouse’s annuity, therefore, will provide added 
security to virtually all employees even though the proportion of 
retired employees with eligible living wives at any particular time is 
smaller. It was estimated that some 40 percent of the employees 
now retired will immediately receive the advantage of the spouse’s 


H. Rept. 890, 82-1——-3 
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annuity and the number who as time goes on will at some time during 
their retirement receive the advantage of such a benefit is naturally 
much greater. 

Bearing in mind that all benefits after enactment of the bill would 
be based upon at least 10 years of service, certainly no one can seri- 
ously challenge the desirability of seeing to it that people who have 
paid taxes at four times the social security rate over a long period 
of years should receive no less in benefits than would be payable if 
their employment had been covered by the Social Security Act. See- 
tion 9 of the bill establishes such a minimum. There will be a sub- 
stantial number of cases in the group having from 10 to 20 years of 
service in which the annuity will have to be increased to meet that 
minimum. The Social Security Act provides a spouse’s annuity of 
one-half the employee's annuity. If the Railroad Retirement Act 
does not, then there will obviously be many more cases in which the 
annuity will have to be increased in order to equal the total family 
benefit that would have been payable under the Social Security Act. 


6. Coverage of railroad employees under the Social Security Act 

It was suggested during the hearings that railroad workers should 
be covered under the Social Security Act for the basic benefits and 
that the Railroad Retirement Act should serve merely as a supple- 
mental pension system. The committee feels, however, that such 
proposal should not be given serious consideration without a careful 
study of the relationship between the two systems, as proposed by 
the committee in the separate resolution as shown below in VII. 


VI. Commirree Britt Comparen To 8. 1347, as INTRODUCED 


The bill as reported by the committee differs from the original bill 
in a number of respects. The major differences, however, are these: 

(1) The $50 work clause proposed in the original bill and favored 
by the Railway Labor Executives’ Association and the Railroad Re- 
tirement Board, was vigorously opposed by all others, in spite of the 
fact that the Social Security Act contains a similar provision. In 
order, however, to eliminate this controve rsy the committee decided 
to drop this provision pending the result of the study contemplated 
by a resolution hereinafter described. The committee recognized that 
the elimination of the $50 work clause would eliminate also about 
$50,000,000 a year from the railroad retirement account, and that this 
would require a reduction in the proposed benefits; but in view of the 
urgent need for some increase in benefits, the committee deemed it 
proper to diminish the area of controversy as much as possible in 
order to secure immediate passage of the bill. 

(2) Instead of increasing the taxable and creditable monthly com- 
pensation from $300 to $400, as proposed in the original bill, which 
was intended to add to the railroad retirement account about $80,- 
000,000 a year, the committee increased the maximum monthly com- 
pensation from $300 to $350. This would add to the railroad retire- 
ment account about $50,000,000 a year instead of $80,000,000. As 
in the case of the loss of about $50,000,000 to the railroad retirement 
account by reason of the elimination of the $50 work clause, the loss 
of about $30,000,000 a year to the railroad retirement account result- 
ing from increasing the maximum monthly compensation to $350 in- 
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stead of $400, will also require a reduction in the benefits originally 
proposed. The reduction in benefits is shown in subparagraphs 3 and 
4 below. 

(3) Before the 1950 amendments to the Social Security Act, 
survivor benefits paid on the death of railroad employees were superior 
to the OASI benefits. Monthly survivor annuities under the Railroad 
Retirement Act were, on the average, 25 percent higher than the 
monthly survivor benefits under the Social Security Act; and the 
lump-sum payments under the Railroad Retirement Act were about 
66% percent higher than under the Social Security Act. This was 
considered proper because of the higher taxes railroad employees pay. 
Since those amendments have been in effect, the situation is reversed. 
It is the contention of the Railway Labor Executives’ Association 
and the Railroad Retirement Board that the Railroad Retirement 
Act benefits should now be raised to a level above those paid under 
social security in order to restore the relationship between the benefits 
under the two systems to what it was before the 1950 amendments 
to the Social Security Act. The committee does not disagree with 
this view. But because of the elimination of the $50 work clause as 
above stated, and because of the increase in the maximum monthly 
compensation to $350 instead of $400, and the resultant loss in revenue 
and savings to the railroad retirement account, it was not financially 
feasible to increase survivor benefits as proposed in the original bill. 
For this reason, the bill reported by the committee increases survivor 
benefits only by 33% percent which, with the over-all minimum guar- 
antee that benefits should not be lower than under the Social Security 
Act, brings the survivor benefits under the Railroad Retirement Act 
to the level of the survivor benefits under the Social Security Act, 
and increases lump-sum payments only by 25 percent. The com- 
mittee recognizes this is inadequate but believes it appropriate to get 
some action immediately and to make the necessary adjustments 
after further study of the relationship between the railroad retirement 
and the social security systems as proposed by resolutions hereinafter 
~— ribed. 

) The original bill proposes a spouse’s annuity equal to one-half 
Me ar s annuity or pension, but not more than $50 a month. 
The committee bill retains this provision except that the maximum 
is $40 instead of $50. 


VII. Reso.uTion ror Furure Srupy 


In view of these differences above stated between the original bill 
and the committee bill, and in recognition of the fact that further 
increases in benefits under the Railroad Retirement Act may be 
necessary in view of the high tax rates imposed upon railroad em- 
ployees under the Railroad Retirement Tax Act, the committee 
proposes to recommend the passage of the following concurrent 
resolution: 

Resolved by the Senate (the House of Representatives concurring), That there is 
hereby established a joint congressional Committee on Railroad Retirement 
Legislation, hereinafter called the “joint committee,” to be composed of three 
members of the Senate Committee on Labor and Public Welfare and to be 
appointed by the chairman of that committee, and three members of the House 
Committee on Interstate and Foreign Commerce and to be appointed by the 
chairman of that committee. Vacancies in the membership of the joint committee 
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shall not affect the power of the remaining members to execute the functions of 
the joint committee, and shall be filled in the same manner as the original selec- 
tion. The joint committee shall select a chairman and vice chairman from among 
its members. 

Sec. 2. It shall be the duty of the joint committee, and it is hereby authorized 
and directed, to make a full and complete fact- finding study and investigation of 
the Railroad Retirement Act, and of such related problems as it may deem proper, 
with a view toward ascertaining what changes should be made in such Act. T he 
joint committee shall determine the scope of such study and investigation, without 
limitation thereon, and the following shall be given consideration: 

1. The character and amount of present benefits and the estimated cost of 
providing such benefits. 

2. The existing relationships between the system established by the Railroad 
Retirement Act and the old-age and survivors insurance system. 

3. The changes that should be made in the character and amount of benefits to 
be provided workers subject to the Railroad Retirement Act and the estimated 
cost of providing such benefits. 

4. Any changes that should be made in the existing relationships between 
the system established by the Railroad Retirement Act and the old-age and 
survivors insurance system with a view to simplifying administration, eliminating 
inequities and anomalies as regards benefits to workers whose earnings are in- 
cluded in whole or in part under either system, and strengthening the financial 
base for benefits to be provided under one system without impairing the financial 
base underlying benefits provided under the other system. 

Sec. 3. For the purposes of this resolution, the joint committee, or any duly 
authorized subcommittee thereof, is authorized to sit and act at such places and 
times during the sessions, recesses, and adjourned periods of the Eighty-second 
Congress, to require by subpena or otherwise the attendance of such witnesses 
and the production of such books, papers, and documents, to administer such 
oaths, to take such testimony, to procure such printing and binding, and to make 
such expenditures, as it deems advisable. 

Sec. 4. (a) The joint committee, or any duly authorized subcommittee thereof, 
is authorized during the sessions, recesses, and adjourned periods of the Righty- 
second Congress, to employ upon a temporary basis such technical, clerical, and 
other assistants as it deems advisable and, with the consent of the head of the 
department or agency concerned, to utilize the services, - iacsameanr facilities, 
and personnel of all agencies in the executive branch of the Government. 

(b) The expenses of the joint committee, which shall not exceed $50,000, 
shall be paid one-half from the contingent fund of the Senate and one-half from 
the contingent fund of the House of Representatives upon vouchers signed by the 
chairman. Disbursements to pay such expenses shall be made by the Secretary 
of the Senate out of the contingent fund of the Senate, such contingent fund to 
be reimbursed from the contingent fund of the House of Representatives in the 
amount of one-half of the disbursements so made. 


VIII. ANALysis or tHe Bruit S. 1347 as REPORTED BY THE 
COMMITTEE 


The conditioning of eligibility for benefits under the Railroad Re- 
tirement Act upon completion by the employee of not less than 10 
years of creditable service is first shown by section 1 of the bill which 
amends section 1 (f) of the Railroad Retirement Act. Under this 
amendment, the ultimate fraction of 6 or more months can be counted 
as 1 year of service only if the individual has completed 126 months 
of service. Section 2 of the bill makes this condition a specific 
requirement for eligibility and, because of this, eliminates as super- 
fluous, the 10-years-of-service requirement (in the first sentence of 
par. 5 of sec. 2 (a) of the Railroad Retirement Act) for a disability 
annuity. The same condition appears in section 24 (d) and (e) of the 
bill which require the completion of 10 years of service for an insured 
status under the Railroad Retirement Act for the purpose of survivor 
benefits. 
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Sections 3 and 4 of the bill amend the act so as to permit a retirement 
annuity to begin to accrue 6 months prior to the date on which the 
application is filed, assuming, of course, that the applicant is otherwise 
eligible. There are two reasons for this change. Experience has 
shown that in many cases employees have failed to file their applica- 
tions for as long as 6 months or more after they had ceased compen- 
sated service. The other is that section 9 of the bill provides an 
over-all minimum, that is, if the amount of an employee’s annuity is 
less than he would receive as an old- -age-insurance benefit under the 
Social Security Act if his ‘employee’ service were “employment,” 
his annuity is to be increased to the greater amount. Under the 
Social Security Act, however, an old-age-insurance benefit may begin 
as carly as on the first day of the sixth month preceding the month in 
which the application is filed. Consequently, in a case in which an 
employee fails to file his application under the Railroad Retirement 
Act for six or more months after he has ceased all compensated service, 
the problem would have arisen as to whether the employee who, under 
the Social Security Act, would have received old-age-insurance 
benefits for 6 months prior to the month in which the application is 
filed should be paid annuities under the Railroad Retirement Act for 
such months even though under the Railroad Retirement Act his 
annuity could not begin earlier than 2 months before the day on 
which his application was filed. The amendment made by section 3, 
therefore, which makes possible the beginning of the annuity as early 
as 6 months before the date on which the application is filed, eliminates 
this problem. Section 4 of the bill makes a similar change with 
respect to applications for annuities based in part on creditable 
military service. 

It should be noted, however, that 6 months before the date on which 
the application is filed could be a day after the first of the month, 
and in such case the problem would still exist with respect to the first 
month in which the annuity begins to accrue. The sponsors of the 
bill did not wish to depart from the long-established principle under 
the Railroad Retirement Act that an employee’s annuity may begin 
to accrue on the day following the last day of his compensated service. 
To avoid the administrative problem of applying the over-all mini- 
mum formula to the annuity which begins to accrue on other than 
the first of the month, the proviso in section 9 of the bill limits the 
application of the over-all minimum to benefits accruing for an 
“entire month.” The effect of the phrase ‘‘entire month” is that 
even if the employee is entitled to an annuity for an entire month 
but his spouse’s annuity begins on a day after the first of the same 
month, the over-all mimimum will not apply with respect to such 
month. 

Section 5 of the bill adds to section 2 of the act three new subsec- 
tions which provide an annuity for the spouse of an employee equal 
to one-half the employee’s annuity, but not in excess of $40 per 
month. The first proviso of the new subsection (e) avoids an inequity 
which would occur if the spouse’s annuity were one-half of an annuity 
that has been reduced by reason of retirement before age 65. The 
employee in such case has already paid for the earlier beginning of his 
annuity by accepting a reduced annuity under section 2 (a) 3 of 
the Railroad Retirement Act. Consequently, if the spouse’s annuity 
were one-half of the reduced annuity, the employee would be paying 
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twice for the privilege of having his annuity begin between age 60 and 
65. This consideration is also applicable to a joint and survivor 
annuity. The phrase “or recomputed,” in the first proviso, has special 
significance. It is provided in section 7 of the bill that if an annui- 
tant at any time becomes entitled to an old-age insurance benefit 
under the Social Security Act, his annuity shall be reduced in such 
manner as to be based only on service and compensation after 1936; 
but if such a reduction in the annuity would be by an amount greater 
than his old-age insurance benefit his annuity shall be reduced by the 
smaller amount, that is, by the amount of the old-age insurance 
benefit. In a case in which an individual was awarded a reduced 
annuity under section 2 (a) 3 and is not entitled to an old-age insur- 
ance benefit under the Social Security Act when he attains age 65, 
his wife’s annuity when she attains age 65 will be one-half of the 
amount to which he would have been entitled had his annuity been 
awarded to him when he attained age 65. If, sometime later, he 
does become entitled to an old-age insurance benefit, his annuity 
will then be recomputed in accordance with the proviso in section 7 
of the bill and his wife’s annuity will likewise be recomputed to be 
one-half of the smaller annuity. To compensate the wife for this 
reduction, however, the third proviso of the new subsection (e) of 
section 2 (see sec. 5 of the bill) permits her to retain also the wife’s 
benefit under the Social Security Act, which is one-half of her hus- 
band’s old-age insurance benefit. 

The third proviso in the new subsection (e) of section 2 (see sec. 5 
of the bill) also makes certain that in the event the wife’s benefit is 
lost under the Social Security Act because she is entitled under that 
act to another monthly benefit in excess of the wife’s benefit, the 
reduction in the wife’s benefit under the Railroad Retirement Act 
will be such as to permit her to retain an amount equal to the full 
wife’s benefit under the Social Security Act. This proviso will be 
applied as follows: If the wife’s benefit under the Social Security 
Act is, say, $30, which is lost to her because she is also entitled to a 
parent’s be ‘nefit under that act in the amount of $40, the reduction 
in the wife’s benefit under the Railroad Retirement Act will be only 
by the excess of the parent’s benefit over the wife’s benefit, which is 
$10; if, instead of being entitled to a parent’s benefit of $40 in the 
same example, she should become entitled to an old-age insurance 
benefit of $20 by reason of which a wife’s benefit is reduced to $10, 
the reduction under the Railroad Retirement Act will be zero since 
the excess of the old-age insurance benefit over the wife’s benefit is 
zero. 

The new subsection (f) of section 2 (provided by sec. 5 of the bill) 
defines “spouse” in terms which ordinarily would require that the 
spouse be married to the employee for a period of not less than 3 
years immediately preceding the day on which the application for 
the spouse’s annuity is filed. Where this requirement applies, if the 
employee’s and the spouse’s applications should be filed when they 
are both 65% years of age, after exactly 3 years of marriage, the 
employee’s annuity could begin 6 months earlier (assuming he was 
otherwise eligible) but not the spouse’s annuity because 6 months 
before the application was filed she had been married to the employee 
only 24 years. However, if the spouse is the parent of the employee’s 
son or daughter the period of marriage to the employee is not material. 
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In addition to marriage for at least 3 years or parentage of the 
employee’s son or daughter, the spouse must be a member of the 
same household as the employee or be receiving regular contributions 
toward support from the employee or the employee must have been 
ordered by a court to contribute to the spouse’s support. If the spouse 
is the husband of the employee he must have been receiving at least 
one-half of his support from his wife at the time her annuity or pension 
began. 

The term ‘‘spouse’”’ is defined in the same terms as husband and 
wife respectively under the Social Security Act, except that under the 
Railroad Retirement Act the husband is not required to file proof of 
support within any specific period of time. Under the Railroad Re- 
tirement Act it is possible for a women emplovee to become eligible 
for an annuity at age 60. At that time her husband, even if he already 
were 65, would not be entitled to a husband’s annuity; he must wait 
until his wife had attained age 65. He would probably not think 
of filing proof until 5 years later when the 2-year period prescribed 
in the Social Security Act for filing proof of support would have passed 
and his right to an annuity would be forfeited solely on technical 
grounds. Therefore, since the filing of proof of support is merely 
evidence of dependence, it is deemed sufficient to submit such evidence 
whenever it will serve a purpose. That conclusion having been 
reached, serious doubt arises whether the requirement of the present 
law that a parent file proof of support within 2 years of the death 
of the employee is justified. Section 24 (a) (3) of the bill eliminates 
that requirement. ‘There is no srohibiGion, however, against filing 
proof of support whenever the husband or parent wishes to do so. 

By providing for the spouse’s annuity in section 2 of the act, 
the application for the spouse’s annuity will be subject to the same 
conditions as applications for other annuities under that section. The 
spouse, like the employee, will have to cease service for an employer 
and for the last person by whom the spouse was employed before the 
spouse’s annuity began, as provided in section 2 (a), and relinquish 
rights to return to service as provided in section 2 (b). The spouse’s 
annuity beginning date will be subject to the provisions of section 2 (c); 
and the new subsection (g) of section 2, provided in section 5 of the bill, 
makes the spouse’s annuity subject to the same provisions in section 
2 (d) as the annuitant’s, and in addition, a spouse’s annuity will not be 
payable in any month in which the employee from whom the spouse’s 
annuity is derived loses the annuity by reason of such provisions. 

A spouse’s annuity will terminate in effect, under the same condi- 
tions as a spouse’s annuity would terminate under the Social Security 
Act; and the term “absolutely divorced” in the new subsection (g) is 
intended to have the same meaning as the term ‘divorced a vinculo 
matrimonii” in section 202 (b) and (ec) of the Social Security Act. 

Section 6 of the bill changes the percentages of average monthly 
compensation to be multiplied by the years of service in the formula 
for determining the annuity, producing an increase in the amount by 
15 percent. The phrase “remainder of his monthly compensation” 
is limited by section 8 of the bill to $300 a month with respect to 
compensation earned and paid through December 31, 1951, and to 
$350 a month with respect to compensation earned and paid thereafter. 

Section 7 of the bill, by striking out paragraph 4 of section 3 (b) 
of the act, makes possible the inclusion of all service after age 65, 
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subject to the maximum of 30 years as provided in paragraph (1) 
of section 3 (b) of the act. In addition to this amendment, section 
7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give 
credit for service before 1937. In view of this, and since employees 
who now receive credit for service before 1937 have not paid any 
taxes with respect to such service, the sponsors of the bill deemed it 
appropriate to continue to give credit under the Railroad Retirement 
Act for prior service, but only if the employee does not also receive 
an old-age benefit under the Social Security Act. Consequently, 
whenever an annuitant is or becomes entitled to an old-age insurance 
benefit under the Social Security Act, his annuity under the Rail- 
road Retirement Act will be so computed or recomputed as to base 
it entirely on service and compensation after 1936, except that it will 
not be reduced by an amount greater than the benefit under the 
Social Security Act, and the employee will be assumed to have met 
whatever service and other requirements were necessary in the com- 
putation of the original annuity. Thus, if the original annuity was 
a reduced age annuity, the annuity based on service and compensa- 
tion after 1936 will be computed as a reduced age annuity. If, 
however, the amount of his old-age insurance benefit under the 
Social Security Act, either as originally computed, or as later recom- 
puted, is less than the amount by which his annuity ial be reduced 
as above stated, the reduction will be by the smaller of the two 
amounts. In the case of a pensioner, of course, the reduction will be 
only by the amount of his old-age insurance benefit since ordinarily 
his pension is based on prior service only. The annuity of a spouse 
of such an employee will be in an amount which would result in the 
spouse receiving one-half the annuity or pension the employee is 
receiving after any such reduction. 

If after applying the reduction provided for in section 7 of the bill 
the total of the benefits to an individual and his spouse, if any, is less 
than it was before the date of enactment of the bill, the difference will 
be restored to such an individual until such time as the total of the 
benefits to him and his spouse, if any, is at least equal to what it was 
before that date. To illustrate: Assuming that before the enactment 
date of this bill an individual’s annuity under the Railroad Retire- 
ment Act is $100 and his monthly benefit: under the Social Security 
Act is $40, making a total of $140. Following the enactment of the 
bill, his annuity under the Railroad Re tirement Act would be increased 
to $115 and the total would be $155; but the $155 annuity will be 
reduced by that portion which is based on prior service, or by the social- 
security benefit of $40, whichever is less. Assuming that the portion 
of the annuity based on prior service is $30, his annuity would be 
reduced from $115 to $85. This amount, plus the $40 under the 
Social Security Act, would give him a total of $125, or a net loss of 
$15. Under this provision, however, his annuity will be increased 
to $100. If sometime later his wife becomes entitled to a spouse’s 
annuity, the individual’s annuity will be reduced either by $15, or by 
the spouse’s annuity, whichever is less. 

Section 8 of the bill increases the creditable monthly compensation 
from $300 to $350 a month beginning with compensation earned and 
paid after December 31, 1951. 
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Section 9 eliminates the requirement of 5 years of service as a 
qualification for the mimimum (since the bill now requires 10 years of 
service for eligibility), and increases the minimum annuity from 
$3.60 to $4.14 for each year of service making $41.40 the lowest 
possible minimum unless the monthly compensation is less than 
$41.40 which is unlikely for an employee with as much as 10 years of 
railroad service. Where the minimum is based on a flat amount, 
the increase is from $60 to $69. The proviso in section 9 of the bill 
is in essence a guarantee that in no case will a benefit under the Rail- 
road Retirement Act to an employee and to those deriving from him 
be less than the amount or the additional amount which would be 
payable under the Social Security Act if the individual’s service as an 
employee after 1936 under the Railroad Retirement Act were ‘‘employ- 
ment’”’ under the Social Security Act. To iltustrate, if the total of the 
annuities to the employee and his spouse is $100 and the total of the 
monthly benefits to the employee and his spouse under the Social 
Security Act would be $90, were the employee’s service ‘“employ- 
ment” under the Social Security Act, and such employee and his 
spouse have a child under the age ot 18 so that the monthly benefits 
to ali three under the Sociai Security Act would be $120, the annuities 
of the employee and spouse would be increased proportionately to a 
total of $120. The same guarantee applies to annuities of survivors of 
an employee; so that if the total of survivor annuities under the Rail- 
road Retirement Act is less than would be the total of monthly benefits 
to such survivors if the employee’s service were ‘“employment”’ under 
the Social Security Act, such total of annuities would be increased 
proportionately to such greater total. 

In the drafting of this proviso a number of problems had to be 
taken into account. Thus, an annuity under the Railroad Retirement 
Act may begin on some day during the month while a benefit under 
the Social a, Act always begins only on the first day of the 
month. In order to avoid the administrative problem of applying 
this over-all minimum guaranty to a part of a month, the proviso is 
made applicable to “any entire month.’ This will also apply to a 
case in which the spouse’s annuity begins on some day during the 
month. 

A section 2 (a) 3 annuity to a male employee is reduced by one- 
one hundred eightieth for each month that he is under age 65; and 
an annuity pursuant to a joint-and-survivor election is reduced to 
permit the payment of part of the employee’s annuity to his sur- 
viving spouse (in addition to the survivor annuity pursuant to sec. 5 
of the Railroad Retirement Act). If the over-all minimum prov ided 
in section 9 were applied to the annuities so reduced the employee in 
each such case would receive greater benefit from the over-all minimum 
than is intended or warranted. The proviso is so worded as to avoid 
this possibility. 

In order to determine whether an employee is insured under the 
Social Security Act for the purpose of applying the over-all minimum, 
it will be necessary to apply the provision of that act, except that 
if the employee is completely or partially insured, in accordance with 
the provisions of section 5 (1) (4), of the Railroad Retirement Act, 
he will be deemed to be fully or currently insured, respectively, under 
the Social Security Act. 


H. Rept. 890, 82-1——4 
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Section 203 (f) of the Social Security Act imposes penalties for 
failure to report earnings of more than $50 a month by individuals in 
receipt of monthly benefits under that act. The Railroad Retirement 
Act provides no penalties in addition to the loss of annuity for the 
month of employment. ‘The question whether the over-all minimum 
would apply where no monthly benefit would be payable under the 
Social Security Act (because of this additional penalty provision) 
while the annuity under the Railroad Retirement Act would never- 
theless be payable, is expressly answered in the affirmative. On the 
other hand, the over-all minimum provision will not apply with 
respect to a month in which the annuitant (including a spouse an- 
nuitant) works for an employer under the act or for the last person by 
whom he was employed before the annuity began. Under those 
conditions no annuity is payable under the act, and the proviso 
applies only for months in which an annuity accrues and is payable. 
The proviso in section 9 will assume timely applications both for the 
original social-security benefit and for the recomputation of such 
benefit. 

Section 10 of the bill, by striking out section 3 (h) of the act, will 
make possible the recomputation of an annuity previously awarded 
on the basis of additional creditable service and compensation accumu- 
lated after the annuity has begun to accrue. While this amendment 
will not permit changing from one annuity to another, it will make 
increases in the same annuity possible. 

Sections 12 through 24 amend section 5 of the Railroad Retirement 
Act. Section 12 adds an annuity to a widower age 65 and provides 
that in no case shall the insurance annuity of the widow or widower 
be less in amount than she or he received during the lifetime of the 
employee as a spouse’s annuity. The same minimum provision is 
made in section 13 of the bill for a widow’s current insurance annuity. 

With respect to the benefits to be deducted from the residual 
amount, section 18 of the bill makes a distinction between (i) monthly 
insurance benefits paid to survivors on the basis of the combination of 
service covered uv hp Railroad Retirement Act and the Social 
Security Act, and (ii) old-age insurance benefits to, and benefits to 
dependents of, individuals with less than 10 years of service. In the 
latter case the deductions of the social security benefit is only to the 
extent that it is based on service covered by the railroad retirement 
system. The reason for the distinction is that in the case of survivor 
benefits paid under the Railroad Retirement Act, all such benefits 
are deducted from the residual, including benefits based on the com- 
bined service. In order to avoid discriminating against individuals 
with “a current connection with the rairoad industry” the act now 
provides that monthly survivor benefits paid under the Social Security 
Act on the basis of combined service should likewise be deducted. 
However, no retirement benefits are paid under the Railroad Retire- 
ment Act on the basis of combined service and hence there is no deduc- 
tion of any such benefits in arriving at the residual lump sum. It 
would be inappropriate therefore to deduct more than the amounts 
attributable to railroad service and compensation when the social 
security old-age benefits are paid on combined service to individuals 
having less than 10 years of railroad service. 

Section 19 of the bill is designed to avoid duplication of benefits 
either through receipt of more “than one survivor benefit under the 
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Railroad Retirement Act, or through receipt of a survivor benefit 
under that act together with any monthly insurance benefit under the 
Social Security Act, or together with a retirement annuity under the 
Railroad Retirement Act. An individual will receive the equivalent 
of the larger benefit, but not both. 

The protection against reduction in the total benefits of persons on 
the annuity rolls on the day before the date of enactment of the bill 
which is provided for retirement benefits in section 7 of the bill, is 
also provided in the new paragraph (3) of section 5 (g) for persons on 
the survivor annuity rolls on the day before the date of enactment of 
the bill. 

Section 22 extends the period for the beginning of a survivor’s 
insurance annuity to the month in which the individual became 
eligible even though the application therefor was not filed for as much 
as 6 months after such month. This section eliminates from the 
present law the provision that if the application is filed more than 3 
months after the month of eligibility, the annuity cannot begin earlier 
than the first of the month in which the application was filed. 

The effect of section 23 of the bill is to transfer to the social security 
system all persons who at retirement or at death have completed 
less than 10 years of service under the Railroad Retirement Act, the 
spouses and children of such persons, and their survivors, with the 
same effect as if the service of such persons were included in the term 
“employment” in the Social Security Act. The bill makes a distinc- 
tion between those considered to be career railroad employees and 
those who work only casually in the industry. For this purpose some 
reasonable line must be drawn. The bill classes as nonrailroaders 
those who at retirement or death have completed less than 10 years 
of service. In order to make this provision applicable to persons 
working outside the United States, such as in Canada for an em- 
ployer conducting the principal part of its business in the United 
States who would not otherwise be covered by the Social Security 
Act, section 23 provides that such service shall for the purposes of 
the Social Security Act be deemed to have been rendered within the 
United States. The same section changes the present provision of 
section 5 (k) (2) of the act to declare it to be the policy of Congress 
that the old-age and survivors insurance trust fund shall be in no 
better or in no worse position than it would have been if there had 
been no separate railroad retirement system. ‘This policy is related 
to but not exclusively concerned with the transferring to the social 
security system of individuals with less than 10 years of service. 
The discharge of liabilities of those with less than 10 years of service 
will be given appropriate credit in the adjustment so as to avoid 
any inequitable imposition of liabilities on the social security system. 
But beyond that, the bill contemplates that the adjustments will 
embrace whatever transfers are necessary to assure that the social 
security system will neither gain nor lose from the separate existence 
of the railroad retirement system. 

Section 24 (a) of the bill mcludes the definition of ‘widower’ among 
other definitions of survivors; provides the conditions of eligibility 
both for a widow and a widower for survivor benefits; dispenses for 
reasons stated earlier, with the requirement that a parent file proof 
of support within a specified time; and provides against forfeiture of 
a child’s annuity if such child is adopted by a stepparent, grandparent, 
aunt, or uncle. 
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Section 24 (b) provides an alternative method of allocating com- 
pensation to the several quarters of the year in determining insured 
status under the Railroad Retirement Act. 

Section 24 (c) redefines the term ‘‘wages”’ to include not only wages 
covered by the Social Security Act but also self-employment income 
covered by that act as well as amounts deemed wages under section 
217 (a) of the Social Security Act, on account of military service other 
than that creditable under the Railroad Retirement Act. 

Section 24 (d) and (e) limit eligibility for survivor benefits to 
survivors of employees who have completed 10 or more years of service. 
For determining a fully insured status, section 24 (d) provides for the 
exclusion from the “elapsed”? quarters any quarter during any part 
of which a retirement annuity is pavable and which is not a quarter 
of coverage. Section 24 (e) includes in the period within which a 
partially insured status may be acquired by an employee the quarter 
in which death or retirement occurs; and in addition provides for the 
continuance of such status if the emplovee had the necessary quarters 
of coverage in the quarter in which a retirement annuity will have 
begun to accrue to him. Under this provision if he has a partially 
insured status at the time an annuity begins to accrue to him, he will 
continue to be partially insured even though he would not otherwise 
be so insured at the time of death. 

Section 24 (f) provides that in determining the average monthly 
remuneration, ‘‘wages” will be included only if (i) the total creditable 
compensation for any calendar year is less than $3,600, and (ii) the 
average monthly remuneration, if based on compensation alone, would 
be less than $300. In such case, the amount of wages included will 
be an amount not to exceed the difference between the compensation 
for such year and $3,600; and the divisor will not include any quarter 
during any part of which a retirement annuity is payable and which is 
not a quarter of coverage. This section also increases the maximum 
monthly remuneration to $350 after 1951. 

Section 24 (g) amends the definition of the term “basic amount’’-so 
as to reflect the increase in the average monthly remuneration. 

The Railroad Retirement Tax Act 

The Railroad Retirement Tax Act now provides that, with respect 
to compensation paid after December 31, 1951, the tax rate on em- 
ployers and employees shall be 6% percent of the monthly compensa- 
tion up to $300. The only amendment made by section 26 is to 
change the figure $300 to $350 with respect to compensation paid 
after 1951, for services rendered after such date. The present law 
will, of course, apply to compensation paid after 1951 for services 
rendered before 1952. 

Section 27 (a) makes the bill effective with respect to benefits 
accruing after the last day of the month in which the bill is enacted, 
irrespective of when service or employment occurred or compensation 
or wages were earned. The proviso in section 27 (a) will facilitate the 
recertification of survivor annuities. 

Section 27 (b) permits annuities to begin earlier than would be per- 
missible otherwise under the present law with respect to annuities 
awarded in whole or in part after the enactment of the bill. 

Under section 23 of the bill, individuals who have completed less 
than 10 years of service, and persons deriving from such individuals, 
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will not be entitled to benefits under the Railroad Retirement Act 
But section 27 (d) is an exception to section 23. Section 27 (d) re- 
tains those already awarded annuities currently payable under the 
Railroad Retirement Act rather than transferring them to the Social 
Security Act, and confers upon both retirement and survivor annui- 
tants whose annuities have been awarded on less than 10 years of 
service, and the spouses of present retirement annuitants (but only 
during the lifetime of such annuitants), all the benefits of the bill. 

Section 27 (e) prevents the cessation of a survivor annuity previ- 
ously awarded to a parent in cases in which a widower, or child adopted 
by a stepparent, grandparent, aunt, or uncle, becomes entitled to 
benefits after the enactment of the bill. 

Section 27 (f) of the bill is the answer to numerous complaints from 
annuitants whose annuities were reduced because they elected to 
leave part thereof to their surviving widows, but whose wives pre- 
deceased them. In such cases, the annuity of the individual who made 
the election will be increased to the amount it would have been if no 
election had been made. The increase will begin after the death of 
the spouse, as provided in the bill. 

Section 27 (h) makes certain that the benefits of the bill will apply 
to individuals to whom annuities were heretofore awarded under the 
Railroad Retirement Act of 1935. The same section 27 (h) pre- 
cludes the application of the bill to annuities heretofore awarded in 
lump sum equal to their commuted value. 

Section 27 (i) provides that the annuity of a spouse of an individual 
in receipt of a reduced annuity under the Railroad Retirement Act 
of 1935, or under the Railroad Retirement Act of 1937 in effect prior 
to its amendment in 1946 shall be one-half of the unreduced annuity, 
subject, of course, to the $40 maximum. 


Railroad Unemployment Insurance Act 

The amendments to the Railroad Unemployment Insurance Act 
strikes out certain restrictions contained in subsections (ii) and (iv) 
of subsection (a—1) of section 4 of the Railroad Unemployment Insur- 
ance Act, and transfers them, in a modified form, as a proviso to the 
definition of a day of-unemployment or a day of sickness in section 
1 (k) of the act. The purpose of these amendments to the Railroad 
Unemployment Insurance Act is not to extend these restrictions, in 
any form, to classes of service not now included within the stricken 
subsections (iil) and (iv) above-mentioned, but merely to minimize 
the present restrictions with respect to services now covered by these 
subsections. The above amendments are in the form proposed by 
the operating brotherhoods and approved by a majority of the Rail- 
road Retirement Board. 


LX. CoNncLusIon 


The committee is convinced of the necessity and the financial feasi- 
bility of amending the Railroad Retirement Act of 1937, as amended, 
the Railroad Retirement Tax Act, and the Railroad Unemployment 
Insurance Act, in accordance with the provisions of the bill S. 1347 
as reported. The committee therefore approves S. 1347, as reported 
and, in view of the great need for the increases in benefits, urges the 
prompt enactment thereof. 
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X. CHANGES IN Existina Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


RAILROAD RETIREMENT ACT OF 1937, AS AMENDED 


DEFINITIONS 





Section 1. For the purposes of this Act 

(a) The term ‘‘employer’ means any carrier (as defined in subsection (m) of 
this section), and any company which is directly or indirectly owned or controlled 
by one or more such carriers or under common control therewith, and which 
operates any equipment or facility or performs any service (except trucking serv- 
ice, casual service, and the casual operation of equipment or facilities) in con- 
nection with the transportation of passengers or property by railroad, or the 
receipt, delivery, elevation, transfer in transit, refrigeration or icing, storage, or 
handling of property transported by railroad, and any receiver trustee, or other 
individual or body, judicial or otherwise, when in the possession of the property 
or operating all or any part of the business of any such employer: Provided, 
however, That the term “employer’’ shall not include any street, interurban, or 
suburban electric railway, unless such railway is operating as a part of a general 
steam-railroad system of transportation, but shall not exclude any part of the 
general steam-railroad system of transportation now or hereafter operated by any 
other motive power. The Interstate Commerce Commission is hereby authorized 
and directed upon request of the Board, or upon complaint of any party interested 
to determine after hearing whether any line operated by electric power falls within 
the terms of this proviso. The term ‘‘employer” shall also include railroad asso- 
ciations, traffic associations, tariff bureaus, demurrage bureaus, weighing and in- 
spection bureaus, collection agencies and other associations, bureaus, agencies, 
or organizations controlled and maintained wholly or principally by two or more 
employers as hereinbefore defined and engaged in the performance of services in 
connection with or incidental to railroad transportation; and railway labor organi- 
zations, national in scope, which have been or may be organized in accordance 
with the provisions of the Railway Labor Act, as amended, and their State and 
National legislative committees and their general committees and their insurance 
departments and their local lodges and divisions, established pursuant to the con- 
stitution and bylaws of such organizations. The term “employer” shall not in- 
clude any company by reason of its being engaged in the mining of coal, the 
supplying of coal to an employer where delivery is not beyond the mine tipple, 
and the operation of equipment or facilities therefor, or in any of such activities. 

(b) The term ‘‘empioyee” means (1) any individual in the service of one or 
more employers for compensation, (2) any individual who is in the employment 
relation to one or more employers, and (3) an employee representative. The 
term ‘‘employee”’ shall include an employee of a local lodge or division defined 
as an employer in subsection (a) only if he was in the service of or in the employ- 
ment relation to a carrier on or after the enactment date. The term “employee 
representative’? means any officer or official repersentative of a railway labor 
organization other than a labor organization included in the term ‘‘employer’’ as 
defined in section 1 (a) who before or after the enactment date was in the service 
of an employer as defined in section 1 (a) and who is duly authorized and desig- 
nated to represent employees in accordance with the Railway Labor Act, as 
amended, and any individual who is regularly assigned to or regularly employed 
by such officer or official representative in connection with the duties of his office. 

The term ‘‘employee”’ shall not include any individual while such individual is 
engaged in the physical operations consisting of the mining of coal, the prepara- 
tion of coal, the handling (other than movement by rail with standard railroad 
locomotives) of coal not beyond the mine tipple, or the loading of coal at the 
tipple. 

(c) An individual is in the service of an employer whether his service is rendered 
within or without the United States if (i) he is subject to the continuing authority 
of the employer to supervise and direct the manner of rendition of his service, or 
he is rendering professional or technical services and is integrated into the staff 
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of the employer, or he is rendering, on the property used in the employer’s opera- 
tions, other personal services the rendition of which is integrated into the em- 
ployer’s operations, and (ii) he renders such service for compensation, or a method 
of computing the monthly compensation for such service is provided in section 
3 (c): Provided, however, That an individual shall be deemed to be in the service 
of an employer, other than a local lodge or division or a general committee of a 
railway-labor-organization employer, not conducting the principal part of its 
business in the United States only when he is rendering service to it in the United 
States; and an individual shall be deemed to be in the service of such a local lodge 
or division only if (1) all, or substantially all, the individuals constituting its 
membership are employees of an employer conducting the principal part of its 
business in the United States; or (2) the headquarters of such local lodge or divi- 
sion is located in the United States; and an individual shall be deemed to be in 
the service of such a general committee only if (1) he is representing a local lodge 
or division described in clauses (1) or (2) immediately above; or (2) all, or sub- 
stantially all, the individuals represented by it are employees of an employer 
conducting the principal part of its business in the United States; or (3) he acts 
in the capacity of a general chairman or an assistant general chairman of a general 
committee which represents individuals rendering service in the United States to 
an employer, but in such case if his office or headquarters is not located in the 
United States and the individuals represented by such general committee are 
employees of an employer not conducting the principal part of its business in 
the United States, only such proportion of the remuneration for such service shall 
be regarded as compensation as the proportion which the mileage in the United 
States under the jurisdiction of such general committee bears to the total mileage 
under its jurisdiction, unless such mileage formula is inapplicable, in which case 
the Board may prescribe such other formula as it finds to be equitable, and if 
the application of such mileage formula, or such other formula as the Board may 
prescribe, would result in the compensation of the individual being less than 10 
per centum of his remuneration for such service no part of such remuneration shall 
be regarded as compensation: Provided further, That an individual not a citizen 
or resident of the United States shall not be deemed to be in the service of an 
employer when rendering service outside the United States to an employer who 
is required under the laws applicable in the place where the service is rendered to 
employ therein, in whole or in part, citizens or residents thereof; and the laws 
applicable on August 29, 1935, in the place where the service is rendered shall be 
deemed to have been applicable there at all times prior to that date. 

(d) An individual shall be deemed to have been in the employment relation 
to an employer on the enactment date if (i) he was on that date on leave of absence 
from his employment, expressly granted to him by the employer by whom he was 
employed, or by a duly authorized representative of such employer, and the grant 
of such leave of absence will have been established to the satisfaction of the 
Board before July 1947; or (ii) he was in the service of an employer after the 
enactment date and before January 1946 in each of six calendar months, whether 
or not consecutive; or (iii) before the enactment date he did not retire and was 
not retired or discharged from the service of the last employer by whom he was 
employed or its corporate or operating successor, but (A) solely by reason of his 
physical or mental disability he ceased before the enactment date to be in the 
service of such employer and thereafter remained continuously disabled until 
he attained age sixty-five or until August 1945 or (B) solely for such last stated 
reason an employer by whom he was employed before the enactment date or an 
employer who is its successor did not on or after the enactment date and before 
August 1945 call him to return to service, or (C) if he was so called he was solely 
for such reason unable to render service in six calendar months as provided in 
clause (ii); or (iv) he was on the enactment date absent from the service of an 
employer by reason of a discharge which, within one year after the effective date 
thereof, was protested, to an appropriate labor representative or to the employer, 
as wrongful, and which was followed within ten years of the effective date thereof 
by his reinstatement in good faith to his former service with all his seniority rights: 
Provided, That an individual shall not be deemed to have been on the enactment 
date in the employment relation to an employer if before that date he was granted 
a pension or gratuity on the basis of which a pension was awarded to him pursuant 
to section 6, or if during the last pay-roll period before the enactment date in 
which he rendered service to an employer he was not in the service of an employer, 
in accordance with subsection (c), with respect to any service in such pay-roll 
period, or if he could have been in the employment relation to an employer only 
by reason of his having been, either before or after the enactment date in the 
service of a local lodge or division defined as an employer in section 1 (a), 
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(e) The term ‘‘United States’, when used in a geographical sense, means the 
States, Alaska, Hawaii, and the District of Columbia. 

(f) The term “years of service’’ shall mean the number of years an individual 
as an employee shall have rendered service to one or more employers for compen- 
sation or received remuneration for time lost, and shall be computed in accordance 
with the provisions of section 3 (b): Provided, however, That where service prior 
to the enactment date may be included in the computation of vears of service as 
provided in subdivision (1) of section 3 (b), it may be ineluded as to service ren- 
dered to a person which was on the enactment date an employer, irrespective of 
whether, at the time such service was rendered, such person was an employer; 
and it may also be included as to service rendered to any express company, 
sleeping-car company, or carrier by railroad which was a predecessor of a com- 
pany which, on the enactment date, was a carrier as defined in subsection (m), 
irrespective of whether, at the time such service was rendered tosuch predecessor, 
it was an employer; it may also be included as to service rendered to a person not 
an emplover in the performance of operations involving the use of standard rail- 
road equipment if such operations were performed by an employer on the enact- 
ment date. Twelve calendar months, consecutive or othe: wise, in each of which 
an employee has rendered such service or received such wages for time lost, shall 
constitute a vear of service. Ultimate fractions shall be taken at their actual 
value, except that if the individual will have had not less than [fifty-four] one 
hundred twenty-six months of service, an ultimate fraction of six months or more 
shall be taken as one vear. 

(g) The term “annuity”? means a monthly sum which is payable on the Ist day 
of each calendar month for the accrual during the preceeding calendar month. 

(h) The term “compensation”? means any form of money remuneration paid 
to an individual for services rendered as an employee to one or more employers, 
or as an emplovee representative, including remuneration paid for time lost as an 
employee, but remuneration paid for time lost shall be deemed earned in the month 
in which such time is lost. Such term does not inelude tips, or the voluntary 
payment by an employer, without deduction from the remuneration of the em- 
ployee, of any tax now or hereafter imposed with respect to the compensation of 
such employee. For the purposes of determining monthly compensation and 
vears of service and for the purposes of subsections (a), (¢), and (d) of section 2 
and subsection (a) of seetion 5 of this Act, compensation earned in the service of 
a local lodge or division of a railway-labor-organization employer shall be disre- 
garded with respect to any calendar month if the amount thereof is less than $3 
and (1) such compensation is earned between December 31, 1936, and April 1, 
1940, and taxes thereon pursuant to section 2 (a) and 3 (a) of the Carriers Taxing 
Act of 1937 or seetions 1500 and 1520 of the Internal Revenue Code are not paid 
prior to July 1, 1940; or (2) such compensation is earned after March 31, 1940. 
\ payment made by an employer to an individual through the employer’s pay 
roll shall be presumed, in the absence of evidence to the coritrary, to be compen- 
sation for service rendered by such individual as an employee of the employer in 
the period with respeet to which the payment is made. An employee shall be 
deemed to be paid, “for time lost’’ the amount he is paid by an employer with 
respect to an identifiable period of absence from the active service of the employer, 
including absence on account of personal injury, and the amount he is paid by the 
employer for loss of earnings resulting from his displacement to a less remunera- 
tive position or occupation. If a payment is made by an employer with respect 
to a personal injury and includes pay for time lost, the total payment shall be 
deemed to be paid for time lost unless, at the time of payment, a part of such 
payment is specifically apportioned to factors other than time lost, in which event 
only such part of the payment as is not so apportioned shall be deemed to be 
paid for time lost. Compensation earned in any calendar month before 1947 
shall be deemed paid in such month regardless of whether or when payment will 
have been in fact made, and compensation earned in any calendar year after 1946 
but paid after the end of such calendar year shall be deemed to be compensation 
paid in the calendar year in which it will have been earned if it is so reported by 
the employer before February 1 of the next succeeding calendar year or, if the 
employee establishes, subject to the provisions of section 8, the period during 
which such compensation will have been earned. In determining the monthly 
compensation, the average monthly remuneration, and quarters of coverage of 
any employee, there shall be attributable as compensation paid to him in each 
calendar month in which he is in military service creditable under section 4 the 
amount of $160 in addition to the compensation, if any, paid to him with respect 
to such month. 
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(i) The term ‘“‘Board’”’ means the Railroad Retirement Board. 

(j) The term “enactment date’’ means the 29th of August 1935. 

(k) The term ‘‘company”’ includes corporations, associations, and joint-stock 
companies. 

(1) The term “employee”’ includes an officer of an employer. 

(m) The term ‘‘carrier’’ means an express company, sleeping-car company, or 
carrier by railroad, subject to part I of the Interstate Commerce Act. 

(n) The term ‘‘person”’ means an individual, a partnership, an association, a 
joint-stock company, or a corporation. 

(o) An individual shall be deemed to have ‘‘a current connection with the rail- 
road industry”’ at the time an annuity begins to accrue to him and at death if, 
in any thirty consecutive calendar months before the month in which an annuity 
under section 2 begins to accrue to him (or the month in which he dies if that first 
occurs), he will have been in service as an employee in not less than twelve calendar 
months and, if such thirty calendar months do not immediately precede such 
month, he will not have been engaged in any regular employment other than 
employment for an employer in the period before such month and after the end 
of such thirty months. For the purposes of section 5 only, an individual shall be 
deemed also to have a “current connection with the railroad industry” if he is 
in all other respects completely insured but would not be fully insured under the 
Social Security Act, or if he is in all other respects partially insured but would be 
neither fully nor currently insured under the Social Security Act, or if he has no 
wage quarters of coverage. 

(p) The terms ‘‘quarter’”’ and “calendar quarter’ shall mean a period of three 
calendar months ending on March 31, June 30, September 30, or December 31. 

(q) The terms “Social Security Act” and “Social Security Act, as amended,”’ shall 
mean the Social Security Act as amended in 1950. 


ANNUITIES 


Sec. 2, (a) The following-desecribed individuals, if thev shall have been em- 
plovees on or after the enactment date, and shall have com; leted ten years of service, 
shall, subject to the conditions set forth in subsections (b), (ec), and (d), be eligible 
for annuities after they shall have ceased to render compensated service to any 
person, whether or not an employer as defined in section 1 (a) (but with the right 
to engage in other employment to the extent not prohibited by subsection (d 

1. Individuals who on or after the enactment date shall be sixty-five years of 
age or Over, 

2. Women who will have attained the age of sixty and will have completed 
thirty years of service. 

3. Individuals who will have attained the age of sixty and will have completed 
thirty years of service, but the annuity of such an individual shall be reduced by 
one one-hundred-and-eightieth for each calendar month that he is under age sixtvy- 
five when his annuity begins to accrue. , 

4. Individuals having a current connection with the railroad industry, and 
whose permanent physical or mental condition is such as to be disabling for work 
in their regular occupation, and who (i) will have completed twenty years of serv- 
ice or (ii) will have attained the age of sixty. The Board, with the cooperation 
of employers and employees, shall secure the establishment of standards determin- 
ing the physical and mental conditions which permanently disqualify employees 
for work in the several occupations in the railroad industry, and the Board, em- 
ployers, and employees shall cooperate in the promotion of the greatest practicable 
degree of uniformity in the standards applied by the several employers. An in- 
dividual’s condition shall be deemed to be disabling for work in his regular ocecupe- 
tion if he will have been disqualified by his employer because of disability for serv- 
ice in his regular occupation in accordance with the applicable standards so estab- 
lished; if the employee will not have been so disqualified by his employer, the 
Board shall determine whether his condition is disabling for work in his reguler 
occupation in accordance with the standards generally established; and, if the em- 
ployee’s regular occupation is not one with respect to which standards will have 
been established, the standards relating to a reasonably comparable occupation 
shall be used. If there is no such comparable occupation, the Board shall deter- 
mine whether the employee’s condition is disabling for work in his regular occupa- 
tion by determining whether under the practices generally prevailing in industries 
in which such occupation exists such condition is a permanent disqualification for 
work in such occupation. Fer the purposes of this section, an employee’s “regular 
occupation” shall be deemed to be the occupation in which he will have been en- 
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gaged in more calendar months than the calendar months in which he will have 
been engaged in any other occupation during the last preceding five calendar 
vears, whether or not consecutive, in each of which years he will have earned wages 
or salary, except that, if an emplovee establishes that during the last fifteen con- 
secutive calendar years he will have been engaged in another occupation in one- 
half or more of all the months in which he will have earned wages or salary, he 
may claim such other occupation as his regular occupation; or 

5. Individuals whose permanent physical or mental condition is such that they 
are uneble to engage in any regular employment [and who (i) have completed 
ten years of service, or (ii) have attained the age of sixty]. 

Such satisfactory proof shall be made from time to time as prescribed by the 
Board, of the disability provided for in paragraph 4 or 5 and of the continuance 
of such disability (according to the standards applied in the establishment of 
such disability) until the employee attains the age of sixty-five. If the individual 
fails to comply with the requirements prescribed by the Board as to proof of the 
continuance of the disability until he attains the age of sixty-five years, his 
right to an annuity by reason of such disability shall, except for good cause shown 
to the Board, cease, but without prejudice to his rights to any subsequent annuity 
to which he may be entitled. If before attaining the age of sixty-five an employee 
in receipt of an annuity under paragraph 4 or 5 is found by the Board to be no 
longer disabled as provided in said paragraphs his annuity shall cease upon the 
last day of the month in which he ceases to be so disabled. An employee, in 
receipt of such annuity, who earns more than $75 in service for hire, or in self- 
employment, in each of any six consecutive calendar months, shall be deemed to 
cease to be so disabled in the last of such six months; and such emplovee shall 
report to the Board immediately all such service for hire, or such self-employment. 
If after cessation of his disability annuity the employee will have acquired addi- 
tional vears of service, such additional vears of service may be credited to him 
with the same effect as if no annuity had previously been awarded to him. 

(b) An annuity shall be paid only if the applicant shall have relinquished such 
rights as he may have to return to the service of an employer and of the person by 
whom he was last employed; but this requirement shall not apply to the indi- 
viduals mentioned in subdivision 4 and subdivision 5 of subsection (a) prior to 
attaining age sixty-five. 

(c) An annuity shall begin to accrue as of a date to be specified in a written 
application (to be made in such manner and form as may be prescribed by the 
Board and to be signed by the individual entitled thereto), but 

(1) not before the date following the last day of compensated service of 
the applicant, and 

2) not more than [sixty days] six months before the filing of the applica- 
tion. 

(d) No annuity shall be paid with respect to any month in which an individual 
in receipt of an annuity hereunder shall render compensated service to an em- 
plover or to the last person by whom he was employed prior to the date on which 
the annuity began to accrue. Individuals recciving annuities shall report to the 
Board immediately all such compensated service. 

(e) Spouse’s AnNuity.—The spouse of an individual, if 

t) such individual has been awarded an annuity under subsection (a) or a 
pension under section 6 and has attained the age of 65, and 
(it) such spouse has attained the age of 65 or, in the case of a wife, has in 
her carve (individually or jointly with her husband) a child who, tf her husband 
were then to die, would be entitled to a child’s annuity under subsection (c) of 
section 4 of this Act, 
shall be entitled to a spouse’s annuity equal to one-half of such individual's annuity 
or pension, but not more than $40: Provided, however, That if the annuity of the 
individual is awarded under paragraph 3 of subsection (a), the spouse’s annuity 
shall be computed or recomputed as though such individual had been awarded the 
annuity to which he would have been entitled under paragraph 1 of said subsection: 
Provided further, That, if the annuity of the individual is awarded pursuant to a 
joint and survivor election, the spouse's annuity shall be computed or recomputed as 
though such individual had not made a joint and survivor election: And provided 
further, That any spouse’s annuity shall be reduced by the amount of any annutty 
and the amount of any monthly insurance benefit, other than a wife’s or husband’s 
insurance benefit, to which such spouse is entitled, or on proper application would 
be entitled, under subsection (a) of this section or subsection (d) of section 5 of this 
Act or section 202 of the Social Security Act; except that if such spouse is disentitled 
to a wife’s or hushand’s insurance benefit, or has had such benefit reduced, by reason 
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cf subsection (k) of section 202 of the Social Security Act, the reduction pursuant to 
this third proviso shall be only in the amount by which such spouse’s monthly insurance 
be nefit unde r said Act exceeds the wife ’s or husband 8 ~nsurance be ne fil to whicl SUC h 
spouse would have been entitled under that Act but for said subsection (k 

(f) For the pur poses of this Act, the term ‘spouse ’’ shall mean the wife or husband 
of a retired annuitant or pensioner who (i) was married to such annuitant or pen- 


stoner for a period of not less than three jears wmime liately preceding the day on 


whi h the application for a spouse’s annuity ws filed, or 1s the pare ni of such annw- 


tant’s or pe nsioner’s son or daughte Ps uf, as of the day on which the applicatior ora 
spouse’s annuity ts filed, such wife or husband and such annuitant or pensioner were 
nee mobe rs oO} the Sane house hold. or such wife or husband bas receiving reguiar con 
tributtons from such annuitant or pensioner toward her or his support, or sucl 
annuttant or pe nstoner has been ordered by any court to cont abute to the s ipport ol 
such wife or husband: and (ii) in the case of a husband. was receiving at least one- 
half of his support J om his wife at the tame his u use ’s retirement annualy o pension 
began. 

(q) The S POUSE ’s annuity provided in subsection (e) shall, with respect to any month, 
be subject to the same provisions of subsection (d) as the individual's annuity, and, 
an addition, the § POUSE ’s ann urty shall not be payable for any month at the indimdual’s 
annuity ts not payable for such month (or, in the case of a pensioner, would not be 
payable uf the penston were an annuity) by reason ol the provisions of said § thsection 
(d),. Such spouse's annuity shall cease at the end of the mont/ prece lit g the montl 
in which (2) the spouse or the individual dies, (11) the spouse and the individual ar 
absolutely divorced, or (tit) Un the Case of a wife under ade 65, she no longe has on 
her care a child who, if her husband were then to die, ould be entitled to an annuaty 


unde r subsection (c) of section 5 of this Act. 


COMPUTATION OF ANNUITIES 


Sec. 3. (a) The annuity shall be computed by multiplying an individual’s 
“‘vears of service’ by the following percentages of his ‘‘monthly compensation”’ 
[2.40] 2.76 per centum of the first $50; [1.80] 2.07 per centum of the next $100 
and [1.20] 7.38 per centum of the [mext $150] remainder of his ‘‘monthly com- 
pensation 

(b) The ‘‘vears of service”’ of an individual shall be determined as follows: 

1) In the case of an individual who was an employee on the enactment date, 
the vears of service shall include all his service subsequent to December 31, 1936, 
and if the total number of such years is less than thirty, then the years of service 
shall also include his service prior to January 1, 1937, but not so as to make his 
total vears of service exceed thirty: Provided, however, That ‘with respect to any 
such individual who rendered service to any employer after January 1, 1937, and 
who on the enactment date was not an emplovee of an employer conducting the 


principal part of its business in the United States no greater proportion of his 


service rendered prior to January 1, 1937, shall be included in his ‘‘years of 
service” than the proportion which his total compensation (including compensa- 
tion in any month in excess of [$300] his “monthly compensation’’) for service 


part of its business in the United States or rendered in the United States to any 
other employer bears to his total compensation (including compensation in any 
month in excess of [$300] his ‘monthly compensation’) for service rendered any- 
where to an employer after January 1, 1937. 

(2) In all other cases, the years of service shall include only the service sub- 
sequent to December 31, 1936. 

(3) Where the years of service include only part of the service prior to January 
1, 1937, the part included shall be taken in reverse order beginning with the last 
calendar month of such service. 

[(4) In no ease shall the years of service include any service rendered after 
June 30, 1937, and after the end of the calendar year in which the individual 
attains the age of sixty-five.] 

The retireme nt annuity or p nsion of an indiv dual, and the annuity of } 8 Spouse, 
uf any, shall he reduced, be gunning with the month in which such individual S, or on 
proper application would be, entitled to an old-age insurance benefit under the Social 
Security Act, as follows i) in the case of the individual’s retirement annuity, by 
that portion of such annuity which is based on his years of service and con pensation 


after January 1, 1937, rendered anywhere to an employer conducting the principal 


before 19387, or by the amount of such old-age insurance benefit, whichever is less, 
(72) in the case of the individual’s pension, by the amount of such old-age insurance 


benefit, and (1it) in the case of the spouse’s annuity, to one-half the individual's 
retirement annuity or pension as reduced pursuant to clause (i) or clause (ii) of this 
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paragraph: Provided, however, That, in the case of any individual receiving or 
entitled to receive an annuity or pension on the day prior to the date of enactment of 
this proviso, the reductions required by this paragraph shall not operate to reduce 
the sum of (A) the retirement annuity or pension of the individual, (RB) the spouse’s 
annuity, if any, and (C) the benefits under the Social Security Act which the individual 
and his family receive or are entitled to receive on the basis of his wages, to an amount 
less than such sum was before the enactment of this paragraph. 


MONTHLY COMPENSATION 


(c) The “monthly compensation” shall be the average compensation paid to 
an employee with respect to calendar months included in his ‘‘years of service’’, 
except (1) that with respect to service prior to January 1, 1937, the monthly 
compensation shall be the average compensation paid to an employee with 
respect to calendar months included in his years of service in the years 1924—- 
1931, and (2) the amount of compensation paid or attributable as paid to him 
with respect to each month of service before September 1941 as a station employee 
Whose duties consisted of or included the carrying of passengers’ hand baggage 
and otherwise assisting passengers at passenger stations and whose remuneration 
for service to the employer was, in whole or in substantial part, in the forms of 
tips, shall be the monthly average of the compensation paid to him as a station 
employee in his months of service in the period September 1940-August 1941: 
Provided, however, That where service in the period 1924-1931 in the one case, 
or in the period September 1940—-August 1941 in the other case, is, in the judg- 
ment of the Board, insufficient to constitute a fair and equitable basis for deter- 
mining the amount of compensation paid or attributable as paid to him in each 
month of service before 1937, or September 1941, respectively, the Board shall 
determine the amount of such compensation for each such month in such manner 
as in its judgment shall be fair and equitable. In computing the monthly com- 
pensation, no part of any month’s compensation in excess of $300 through the 
calendar year 1951, and in excess of $350 thereafter, shall be recognized. 

(d) The annuity of an individual who shall have been an employee representa- 
tive shall be determined in the same manner and with the same effect as if the 
emplovee organization by which he shall have been employed were an emplover. 

e) In the case of an individual having a current connection with the railroad 
industry [and not less than five years of service], the minimum annuity payable 
shall, before any reduction pursuant to [subsection 2 (a) (3)] section 2 (a) 3 or the 
last paragraph of section 3 (b), be whichever of the following is the least: (1) [$3.60] 


$4.14 multiplied by the number of his vears of service; or (2) [$60] $69; or (3) his 
monthly [con pensation. J compensation: Provided, however, That if for any entire 
month in hich an annuity accrues and is payable inder this Act the annuity to 


which an en plo ee 7s entitled under this Act (or would have heen entitled exce pt fora 
reduction pursuant to section 2 (a) 8 or a joint and survivor election), together with his 


or her spouse’s annuity, if any, or the total of survivor annuities under this Act deriving 
from the same employee, ts less than the amount, or the additional amount, which 
10 il / ha ‘ he en pa sable to all pe rsons for Suit h month unde r the Social Security Act 

leeming completely and partially insured individuals to be fully and currently 
ins 1, respectively, and disregarding any possible deductions under subsection (f) 
and (q 2) of section 203 thereof) if such employee's service as an employee after 
December 81, 1936, were included in the term ‘“‘employment’’ as defined in that Act 
and quarters of coverage were determined in accordance with section 5 (1) (4) of this 
Act, such annuity or annuities, shall be increased proportionately to a total of such 
amount or such additional amount. 


(f) Annuity payments which will have become due an individual but will not 
yet have been paid at death shall be paid to the same individual or individuals who, 
in the event that a lump sum will have become payable pursuant to section 5 hereof 
upon such death, would be entitled to receive such lump sum, in the same manner 
as, and subject to the same limitations under which, such lump sum would be 
paid, except that, as determined by the Board, first, brothers and sisters of the 
deceased, and if there are none such, then grandchildren of the deceased, if living 
on the date of the determination, shall be entitled to receive payment prior to any 
payment being made for reimbursement of burial expenses. If there be no indi- 
vidual to whom payment can thus be made, such annuity payments shall escheat 
to the credit of the Railroad Retirement Account. 

(g) No annuity shall accrue with respect to the calendar month in which an 
annuitant dies. 

[(h) After an annuity has begun to accrue, it shall not be subject to recomputa- 
tion on account of service rendered thereafter to an employer, except as provided 
in subdivision 3 of section 2 (a).] 
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Li] (h) If an annuity is less than $2.50, it may, in the discretion of the Board, 
be paid quarterly or in a lump sum equal to its commuted value as determined by 
the Board. 

se Re cng 

(k) No person shall be entitled to an annuity, or to an increase in an annuity, 
based on military service unless a specific claim for credit for military service is 
filed with the Board by the individual who rendered such military service, and in 
no case shall an annuity, or an increase in an annuity, based on military service 
begin to accrue earlier than [sixty days] siz months prior to the date on which such 
claim for credit for military service was filed with the Board nor before October 8, 
1940: Provided, That this subsection shall not be construed to prevent payment 
of annuities with respect to accruals, not based on military service, prior to the 
date on which an annuity based on military service began to accrue. 


ANNUITIES AND LUMP SUMS FOR SURVIVORS 


Sec. 5. (a) Widow’s and Widower’s Insurance Annuity.—A widow or widower 
of a completely insured employee, who will have attained the age of sixty-five, 
shall be entitled during the remainder of her or his life, or, if she or he remarries 
then until remarriage to an annuity for each month equal to [three-fourths of] 
such employee’s basic amount: Provided, however, That if in the month preceding the 
employee's death the spouse of such employee was entitled to a spouse’s annuity under 


subsection (e) of section 2 in an amount greater than the widow's or widower’s insur- 


ance annuity, the widow’s or widower’s annuity shall be increased to such greater 
amount. 
(b) Widow’s Current Insurance Annuity.—A widow of a completely or partially 


insured emplovee, who is not entitled to an annuity under subsection (a) and who 
at the time of filing an application for an annuity under this subsection will have in 
her care a child of such employee entitled to receive an annuity under subsection 
(c) shall be entitled to an annuity for each month equal to [three-fourths of] the 
employee’s basic amount: Provided, however, That if in the month preceding the 
employee's death the spouse of such employee was entitled to a spouse’s annuity under 
subsection (e) of section 2 in an amount greater than the widow’s current insurance 
annuity, the widow’s current tnsurance annuity shall be increased to such greater 
amount. Such annuity shall cease upon her death, upon her remarriage, when 
she becomes entitled to an annuity under subsection (a), or when no child of the 


deceased emplovee is entitled to receive an annuity under subsection (ec), which- 
ever occurs first. 

(ce) Child’s Insurance Annuity.—Every child of an employee who will have died 
completely or partially insured shall be entitled, for so long as such child lives and 
meets the qualifications set forth in paragraph (1) of subsection (1), to an annuity 
for each month equal to [one-half] two-thirds of the employee’s basic amount. 

(d) Parent’s Insurance Annuity.—Each parent, sixty-five vears of ag 


of*a completely insured emplovee, who will have died leaving no 


widow, no widows y and ho child, shall be entitled, for life, or 
remarries after the employee’s death, then until such remarriage, 
for each month equal to [one-half] two-thirds of the employee’s basic amount. 

(e) When there is more than one employee with respect to whose deat 
parent or child is entitled to an annuity for a month, such annuity shall be [one- 
half] two-thirds of whichever emplovee’s basic amount i greatest. 

(f) Lump-Sum Payment. 1) Upon the death, on or after January 1, 1947, 
of a completely or partially insured employee who will have died leaving no 
[widow, child, ] widow, widower, child, or parent who would on proper application 
therefor be entitled to receive an annuity under this section for the month in 
which such death occurred, there shall be paid a lump sum of [eight] fen times 
the employee’s basic amount to the following person (or if more than one there 
shall be distributed among them) whose relationship to the deceased employee 
will have been determined by the Board, and who will have been living on the 
date of such determination: to the widow or widower of the deceased; or, if no 
such widow or widower be then living, to any child or children of the deceased 
and to any other person or persons who, under the intestacy law of the State 
where the deceased will have been domiciled, will have been entitled to share 
as distributees with such children of the deceased, in such proportions as is pro- 
vided by such law; or, if no widow or widower and no such child and np such 
other person be then living, to the parent or parents of the deceased, in equal 
shares. A person who is entitled to share as distributee with an above-named 
relative of the deceased shall not be precluded from receiving a payment under 
this paragraph by reason of the fact that no such named relative will have sur- 
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vived the deceased or of the fact that no such named relative of the deceased 
will have been living on the date of such determination. If none of the persons 
described in this paragraph be living on the date of such determination, such 
amount shall be paid to any person or persons, equitably entitled thereto, to the 
extent and in the proportions that he or they shall have paid the expenses of 
burial of the deceased. If a lump sum would be payable to a Ewidow, child,] 
widow, widower, child, or parent under this paragraph except for the fact that a 
survivor will have been entitled to receive an annuity for the month in which 
the employee will have died, but within one year after the employee’s death 
there will not have acerued to survivors of the emplovee, by reason of his death 
annuities which, after all deductions pursuant to paragraph (1) of subsection (i) 
will have been made, are equal to such lump sum, a payment to any then sur- 
viving [widow, children,] widow, widower, children, or parents shall nevertheless 
be made under this paragraph equal to the amount by which such lump sum 
exceeds such annuities so accrued after such deductions. No payments shall be 
made to any person under this paragraph, unless application thcrefor shall have 
been filed, by or on behalf of any such person (whether or not legally competent) 
prior to the expiration of two vears after the date of death of the deceased em- 
ployee, except that if the deceased employee is a person to whom section 2 of the 
Act of March 7, 1942 (56 Stat. 148, 144), is applicable such two vears shall run 
from the date on which the deceased employee, pursuant to said Act, is deter- 
mined to be dead, and for all other purposes of this section such employee, so 
long as it does not appear that he is in fact alive, shall be deemed to have died 
on the date determined pursuant to said Act to be the date or presumptive date 
of death 

2) Whenever it shall appear, with respect to the death of an employee on or 
after January 1, 1947, that no benefits, or no further benefits, other than benefits 
payable to a [widow or] widow, widower, or parent upon attaining age sixty-five 
at a future date, will be payable under this section or, pursuant to subsection (k) 
of this seetion, under section 202 of the Social Security Act, as amended, there 
shall be paid to such person or persons as the deceased employee may have desig- 
nated by a writing filed with the Board prior to his or her death, or if there be no 
designation, to the person or persons in the order provided in paragraph (1) of 
this subsection or, in the absence of such person or persons, to his or her estate, 
a Jump sum in an amount equal to the sum of 4 per centum of his or her compen- 
sation paid after December 31, 1936, and prior to January 1, 1947, and 7 per 
centum of his or her compensation after December 31, 1946 (exclusive in both 
cases of compensation in excess of $3800 through the calendar year 1951 and $350 
thereafter for any month), minus the sum of all benefits paid to him or her, and to 
others deriving from him or her, during his or her life, or to others by reason of his 
or her death, under this Act and, pursuant to subsection (k) of this section, 
under section 202 of the Social Security Act, as amended: Provided, however, That 
if the employee is survived by a [widow or] widow, widower, or parent who may 
upon attaining age sixty-five be entitled to further benefits under this section, or 
pursuant to subsection (k) of this section, under section 202 of the Social Security 
Act, as amended, such lump sum shall not be paid unless such [widow or] widow, 
widower, or parent makes and files with the Board an irrevocable election, in such 
form as the Board may prescribe, to have such lump sum paid in lieu of all benefits 
to which such [widow or} widow, widower, or parent might otherwise become en- 


titled under this section or, pursuant to subsection (k) of this section, under section 
202 of the Social Security Act, as amended. Such election shall be legally effec- 
tive according to its terms. Nothing in this section shall operate to deprive a 


[widow or] widow, widower, or parent making such election of any insurance 
benefits under section 202 of the Social Security Act, as amended, to which such 
[widow or] widow, widower, or parent would have been entitled had this section 
not been enacted. The term ‘benefits’? as used in this paragraph includes all 
annuities payable under this Act, lump sums payable under paragraph (1) of this 
subsection, and insurance benefits and lump-sum payments under section 202 
of the Social Security Act, as amended, pursuant to subsection (k) of this [sec- 
tion. ] section, except that the deductions of the benefits which pursuant to subsection 
(k 1) of this section, are paid under section 202 of the Social Security Act, during the 
life of the employee to him or to her and to others deriving from him or her, shall be 
limited to such portions of such benefits as are payable solely by reason of the inclusion 
of service as an employee in “employment” pursuant to said subsection (k) (1). 

(g) Correlation of Payments.—(1) An individual, entitled on applying therefor 
to receive for a month before January 1, 1947, an insurance benefit under the 
Social Security Act on the basis of an employee’s wages, which benefit is greater 
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in amount than would be an annuity for such individual under this section with 
respect to the death of such employee, shall not be entitled to such annuitv. An 
individual, entitled on applying therefor to any annuity or lump sum under this 
section with respect to the death of an emplovee, shall not be entitled to a lump- 
sum death payment or, for a month beginning on or after January 1, 1947, to any 
insurance benefits under the Social Security Act on the basis of the wages of the 
same emplovee. 

([(2) A widow or child, otherwise entitled to an annuity under this section, shall 
be entitled only to that part of such annuity for a month which exeeeds the total 
of any retirement annuity, and insurance benefit under the Social Seeurity Act 
to which such widow or child would be entitled for such month on proper appli- 
cation therefor. A parent, otherwise entitled to an annuity under this section, 
shall be entitled only to that part of such annuity for a month which exceeds the 
total of anv other annuitv under this seetion, retirement annuity, and insurance 
benefit under the Social Security Act to which such parent would be entitled for 
such month on proper application therefor.] 

(2) If an individual is entitled to more than one annuity for a month under this 
section, such individual shal/ be entitled only to that one of such annuities for a month 
which is equal to or exceeds any other such annuity. If an individual is entitled to an 
annuity for a month under this section and is entitled, or would be so entitled on proper 
application therefor, for such month to an insurance benefit under section 202 of the 
Social Security Act, the annuily of such individual for such month under this section 
shall be only in the amount by which it exceeds such insurance benefit. If an individual 
ts entitled toan annuity for a month under this section and also to a retirement annuity, 
the annuity of such individual for a month under this section shall be only in the 
amount by which it exceeds such retirement annuity. 

(3) In the case of any individual receiving or entitled to receive an annuity under 
this section on the day prior to the date of enactment of the provisions of this para- 
graph, the application of paragraph (2) of this subsection to such individual shall not 
operate to reduce the sum of (A) the annuity under this section of such individual, 
(B) the retirement annuity, if any, of such individual, and (C) the benefits under the 
Social Security Act which such individual receives or is entitled to receive, toan amount 
less than such sum was before the enactment of the provisions of this paragraph. 

(h) Maximum and Minimum Annuity Totals.—-Whenever according to the 
provisions of this section as to annuities, payable for a month with respect to the 
death of an emplovee, the total of annuities is more than [$20] $30 and exceeds 
either (a) [$120] $1760, or (b) an amount equal to [twice] two and two-thirds 
times such employee’s basic amount, [or with respect to emplovees other thar 
those who will have been completely insured solely by virtue of subsection (1) 
(7) (iii), such total exceeds (¢) an amount equal to 80 per centum of his average 
monthly remuneration], whichever of such amounts is [least] the lesser, such 
total of annuities shall, prior to anv deductions under subsection (i) be reduced to 
such [least] lesser amount or to [$201 $30, whichever is greater. Whenever such 
total of annuities is less than [$10] $14, such total shall, prior to any deductions 
under subsection (i), be increased to [$10.] $14. 

(i) Deductions from Annuities.— (1) Deductions shall be made from any pay- 
ments under this section to which an individual is entitled, until the total of such 
deductions equals such individual’s annuity or annuities under this section for any 
month in which such individual 

(i) will have rendered compensated service within or without the United 
States to an employer; 

(ii) will have rendered service for wages of not less than $50; 

(iii) if a child under eighteen and over sixteen years of age, will have 
failed to attend school regularly and the Board finds that attendance will 
have been feasible; or 

(iv) if a widow otherwise entitled to an annuity under subsection (b) will 
not have had in her care a child of the deceased emplovee entitled to receive 
an annuity under subsection (¢); 

(2) The total of deductions for all events described in paragraph (1) occurring 
in the same month shall be limited to the amount of such individual’s annuity or 
annuities for that month. Such individual (or anyone in receipt of an annuity in 
his behalf) shall report to the Board the occurrence of any event deseribed in 
paragraph (1). 

(3) Deductions shall also be made from any payments under this section with 
respect to the death of an employee until such deductions total 

(i) any death benefit, paid with respect to the death of such employee, 
under sections 5 of the Retirement Acts (other than a survivor annuity pur- 
suant to an election) ; 
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(ii) any lump sum paid with respect to the death of such employee, under 
title Il of the Social Security Act, or under section 203 of the Social Security 
Act in force prior to the date of the Social Security Act Amendments of 1939. 

(iii) any lump sum paid to such employee under section 204 of the Social 
Security Act in force prior to the date of the enactment of the Social Secu- 
rity Act Amendments of 1939, provided such lump sum will not previously 
have been deducted from any insurance benefit paid under the Social Security 
Act; and 

(iv) an amount equal to 1 per centum of any wages paid to such employee 
for services performed in 1939, and subsequent to his attaining age sixty- 
five, with respect to which the taxes imposed by section 1400 of the Internal 
Revenue Code will not have been deducted by his employer from his wages 
or paid by such employer, provided such amount will not previously have 
been deducted from any insurance benefit paid under the Social Security Act. 

(4) The deductions provided in this subsection shall be made in such amounts 
and at such time or times as the Board shall determine. Decreases or increases 
in the total of annuities payable for a month with respect to the death of an em- 
ployee shall be equally apportioned among all annuities in such total. An an- 
nuity under this section which is not in excess of $5 may, in the discretion of the 
Board, be paid in a lump sum equal to its commuted value as the Board shall 
determine. 

(j) When Annuities Begin and End.—No individug| shall be entitled to receive 
an annuity under this section for any month before Jemuary 1, 1947. An applica- 
tion for any payment under this section shall be made and filed in such manner 
and form as the Board prescribes. An annuity under this section for an individual 
otherwise entitled thereto shall begin with the month in which [such individual 
filed an application for such annuity: Provided, Thet such individual’s annuity 
shell begin with the first month for which he will otherwise have been entitled to 
receive such annuity if he files such e pplication prior to the end of the third month 
immediately succeeding such aoe eligibility therefor was otherwise acquired, 
but not earlier than the first day of the sixth month before the month in which the 
application was filed. No application for an annuity under this section filed prior 
to three months before the first month for which the applicant becomes otherwise 
entitled to receive such annuity shall be accepted. No annuity shell be payable 
for the month in which the recipient thereof ceases to be qualified therefor. 

(k) Provisions for Crediting Railroad Industry Service Under the Social Secu- 
rity Act in Certain Cases.—(1) For the purpose of determining (7) insurance 
benefits under title II of the Social Security Act to an employee who will have 
completed less than ten years of service and to others deriving from him or her during 
his or her life and with respect to his or her death, and lump-sum death payments 
with respect to the death of such employee, and (it) insurance benefits with respect to 
the death of an employee who will have completed ten years of service which would 
begin to accrue on or after January 1, 1947, [to a widow, parent, or surviving 
child, ] and with respect to lump-sum death payments under such title payable 
in relation to a death of such an employee occurring on or after such date and for 
the purposes of section 203 of that Act, section 15 of the Railroad Retirement Act 
of 1935, section [209 (b) (9)] 270 (a) (10) of the Social Security Act, and sec- 
tion 17 of this Act shall not operate to exclude from ‘‘employment’’, under title IT 
of the Social Security Act, service which wopld otherwise be included in such 
“employment”? but for such sections. For such purpose, compensation paid in 
a calendar year shall, in the absence of evidence to the contrary, be presumed to 
have been paid in equal proportions with respect to all months in the year in 
which the employee will have been in services as anemployee, In the application 
of the Social Security Act pursuant to this paragraph to service as an employee, all 
service as defined in section 1 (c) of this Act shall be deemed to have been performed 
within the United States. 

[‘‘(2) Not later than January 1, 1950, the Board and the Federal Security 
Administrator shall make a special joint report to the President to be submitted 
to Congress setting forth the experience of the Board in crediting wages toward 
awards, and the experience of the Social Security Board in crediting compensation 
toward awards, and their recommendations for such legislative changes as are 
deemed advisable for equitable distribution of the financial burden of such awards 
between the retirement account and the Federal Old Age and Survivors Insurance 
Trust Fund.J 

(2) (A) The Board and the Federal Security Administrator shall determine, no 
later than January 1, 1954, the amount which would place the Federal Old-Age and 
Survivors Insurance Trust Fund (hereafter termed ‘Trust Fund’) in the same position 


AMENDING THE RAILROAD RETIREMENT ACT OF 1937 4] 


in which it would have been at the close of the fiscal year ending June 30, 1952, tf service 
as an ¢ m ployee afte r December 31, 1936, had been included in the term ‘« mplo wn ent’ as 
defined in the Social Security Act and in the Federal Insurance Contributions Act. 
“(B) On January 1, 195 4, for the fiscal year ending June 30, 1958, and at the close 
of each fiscal year beginning with the fiscal year ending June 30, 1954, the Board and 
the Federal Security Administrator shall determine, and the Board shall certify to the 
Secrelary of the Treasury for transfe r from the Railroad Retirement Account (hereafter 
termed ‘Retirement Account’) to the Trust Fund, interest for such fiscal year at the rate 
specified in subparagraph (D) on the amount determine 1 under s ibparag aph (A 
the sum of all off se ts made under subparagraph (C’ 


‘(C). At the close of the fiscal year ending June 30, 1953, and each fiscal year there 


after, thre Board and the ke der il See “urily A iministrator sha letermiy fhe an nt, 
if anu, which uf added to or subtracted from the Trus FF nd would place sucl /’ 8 
Fund in the same position in which it would have been if service as an en ployee f ¢ 
December 31, 19386, had been included in the term ‘¢ mployment as define l the So 
Sec uriwy Act and in the kede ! Insuran e Cont fy ons Le’ Fo the purposes oO 
this subparagraph, the amount determined under s bparagrapt 1), less such off 

as have the relofo e been made und this su »parag aph, and the amount etern ed 
unde r subparagraph { I Jor the fiscal year inde r con teralion sha he deemed to b 
part of the Trust Fun l, Such determination sha he made no late han June 1 , 
following the close of the fiscal year, If such amount is lo be added to the Trust Fur 
the Board shall, wi hin en days af_er the de‘erminatior , ee fy such amount to th 
Se retary of the Treasur / for transfer from the Retirement A punt tothe Trust kus 
uf such amount is to be subtracted from the Trust Fund, the Administrator sha/l, hy 
ten days af er the determination, certify such amount to the Secretary of tl Treasury 
for transfer from the Trust Fund to the Retirement Account. The amount so ce fied 
shall further include interest (at the rate determined in subparagraph (D) for the fisea 
year under consideration) payable from the close of such fiscal year unti! the date of 
cerlification. In the event the Administrator is required under the provisions of this 
subparagraph to ce rtify to the Secretary of the Treasury an amount to be transferred 
to the Retirement Account from the Trust Fund, the Adminis'‘rator, in lieu of such cer 
tification, may offset the amount determined under the first senten of th subpara 
graph agains! the amount determined in subparagrap! 1) as diminished by any prio 
offsets and the off se t shall be made to be effec five as of the first day of the fisea 


following the fiscal year under considera‘ion 
" “(D) For the purposes of subparagraphs (B) and (C), for any fiscal year, the rat 
of interest to be ised shall be equal to the average ate oj interest, con Dpuled as oj 
May 31 preceding the close of such fiscal year, borne by a nterest-bearing obligation 
of the { nited States the n forming a part of the p thlic de Ht: except that where such 
average rate is not am iltiple of one eighth of ] per cent n, the ate of interest hall 
be the multiple of one-eighth of 1 per centum next lower than such average rate 

““(B) The Secretary of the Treasury is authorized and directed to transfer to the 
Trust Fund from the Retirement Account or to the Retirement Account from the 
Ty ust Fund, as the case ma / be, such amounts as Jrov lime to nie, may be detern r1ed 
by the Board and the Federal Security Administrator pursuant to the provisions of 
subparagraphs (B) and (C) of this subsection, and certified by the Board or the 
Administrato? for transfe from the Retirement Account or from the Trust Fund 

3) The Boerd and the Federel Security Administrator shall Ipon request 
supply each other with certified reports of records of compensation or wages and 
periods of service and of other records in their possession or which they mi 
secure, pertinent to the edministration of this section or title Il of the Social 
Security Act as effected by paragraph (1 Such certified reports shall be cor 
clusive in adjudication as to the metters covered therein: Provided, That if the 
Board or the Federal Security Administrator receives evidence inconsistent with 
a certified report and the epplication involved is still in course of adjudication or 
otherwise open for such evidence, such recertification of such report shall be made 
as, in the judgment of the B 








soard or the Federal Security Administrator, whichever 
made the originel certification, the evidence warrants. Such recertification and 
any subsequent recertification shall be treated in the same manner and be subject 
to the same conditions as an original certification 

(1) Definitions.—For the purposes of this section the term ‘‘employee”’ include 
an individual who will have been an “employvee’’, and 

(1) The qualifications for [‘‘widow’’, ‘“child’’,] ‘“widow’’, ‘‘widower child 
and “parent” shall be, except for the purposes of subsection f), those set forth 
in section [209 (j) and (k)J 216 (c), (e) and (g), and section [202 f J 202 (h 3) 
of the Social Security Act, respectively; and in addition 

[(i) a ‘‘widow” shall have been living with her husband employee at the 


time of his death;] 
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(t) a “widow” or “widower’’ shall have been living with the employee at the 
time of the employee's death; a widower shall have recetved at least one-half of his 
support from his wife employee at the time of her death or he shall have received 
at least one-half of his support from his wife employee at the time her retirement 
annuity or pension began. 

(ii) @ “child”? shall have been dependent upon its parent employee at the 
time of his death; shall not be adopted after such death by other than a step 
parent, grand parent, aunt or uncle; shall be unmarried; and less than eighteen 
years of age; and 

[‘‘(iii) a ‘parent’ shall have been wholly dependent upon and supported 
at the time of his death by the employee to whom the relationship of ‘parent’ 
is claimed; and shall have filed proof of such dependency and support within 
two years after such date of death, or within six months after January 1 
1947.} 

“(ii1) a ‘parent’ shall have received, at the time of the death of the employee 
to whom the relationship of parent is claimed, at least one-half of his support 
from such employee an 

A “widow” or [a “‘child’’] ‘“‘widower”’ shall be deemed to have been [so living with 
a husband or so dependent upon a parent J living with the employee if the conditions 
set forth in section [209 (n) or section 202 (c) (3) or (4)] 216 (h) (2) or (8), 
whichever is applicable, of the Social Security Act[[, respectively,] are fulfilled. 
A “child” shall be deemed to have been dependent upon a parent if the conditions set 
forth in section 202 (d) (8), (4), or (5) of the Social Security Act are fulfilled (a 
partially insured mother being deemed currently insured). In determining for 
purposes of this section and subsection (f) of section 2 whether an applicant is the 
wife, husband, widow, [child, or parent] widower, child or parent of an employee 
as claimed, the rules set forth in seetion [209 (n)] 216 (A) (1) of the Social Security 
Act shall be applied; 

(2) The term “retirement annuity” shall mean an annuity under section 2 
awarded before or after its amendment but not including an annuity to a survivor 
pursuant to an election of a joint and survivor annuity; and the term ‘‘pension’’ 
shall mean a pension under section 6; 

(3) The term ‘‘quarter of coverage” shall mean a compensation quarter of 
coverage or a wage quarter of coverage, and the term “quarters of coverage” 
shall mean compensation quarters of coverage, or wage quarters of coverage, or 
both: Provided, That there shall be for a single employee no more than four 
quarters of coverage for a single calendar year; 

(4) The term ‘‘compensation quarter of coverage’’ shall mean any quarter of 
coverage computed with respect to compensation paid to an employee after 1936 
in accordance with the following table: 


’ 


‘ 


Total compensation paid in the calendar year 
Months of service in a calendar year Fe hee (6 beara age ae 
Less than | $50 but less |$100 but less'$150 but less! $200 or 


$50 than $100 | than $150 | than $200 | more 
1-3 0 1 1 1 1 
4h 0 1 2 2 2 
i-Y¥ a 0 l 2 3 3 
10-12 0 1 2 3 4 


If upon computation of the compensation quarters of coverage in accordance with the 
above table an employee is found to lack a completely or partially insured status which 
he would have if compensation paid in a calendar year were presumed to have. been 
paid in equal proportions with respect to all months in the year in which the employee 
will have been in service as an employee, such presumption shall be made. 

5) The term “wage quarter of coverage” shall mean any quarter of coverage 
determined in accordance with the provisions of title IT of the Social Security Act; 

([(6) The term “wages” shall mean wages as defined in section 209 (a) of the 
Social Security Act:] 

(6) The term “wages” shall mean wages as defined in section 209 of the Social 
Security Act (except that for the purposes of section 5 (i) (1) (it) of this Act such wages 
shall be determined without regard to subsection (a) of said section 209). In addition, 
the term shall include (7) ‘‘self-employment income’ as defined in section 211 (b) of 
the Social Security Act (and in determining ‘‘self-employment income” the ‘‘net 
earnings from self-employment” shall be determined as provided in section 211 (a) 
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of such Act and changed to correspond with the provisions of section 203 (e) of such 
Act), and (ii) wages deemed to have been paid under section 217 (a) of the Social 
Security Act on account of military service which is not creditable under section 4 of 
this Act. 

(7) An employee will have been “‘completely insured”’ if it appears to the satis- 
faction of the Board that, at the time of his death, whether before or after the 
enactment of this section, he will have completed ten years of service and will have 
had the qualifications set forth in any one of the following paragraphs: 

(i) a current connection with the railroad industry; and a number of 
quarters of coverage, not Jess than six, and at least equal to one-half of the 
number of quarters, elapsing in the period after 1936, or after the quarter 
in which he will bave attained the age of twenty-one, whichever is later, and 
up to but excluding the quarter in which he will have attained the age of 
sixty-five vears or died, whichever will first have occurred (excluding from 
the elapsed quarters any quarter which is not a quarter of coverage and during 
any part of wlich a retirement annuity will have been payable to him); an: 
if the number of such elapsed quarters is an odd number such number shal 
be reduced by one; or 

(ii) a current connection with the railroad industry; and forty or more 
quarters of coverage; or 

(iii) a pension will have been payable to him; or a retirement annuity 
based on service of not less than ten years (as computed in awarding the 
annuity) will have begun to accrue to him before 1948; 

(8) An employee will have been “partially insured” at the time of his death, 
whether before or afler the enactment of this section, if it appears to the satisfaction 
of the Board that [at the time of his death, whether before or after the enactment 
of this section he] he will have completed ten years of service and will have had (i) a 
current connection with the railroad industry; and (ii) six or more quarters of 


3 


pam be 


coverage in the pericd [beginning with the third calendar year next preceding the 
year in which he will have died and ending with the quarter next preceding the 


quarter in which he will have died] ending with the quarter in which he will have 
died or in which a retirement annuity will have begun to accrue to him and beginning 
with the third calendar year next preceding the year in which such event occurs; 

(9) An employee’s ‘‘average monthly remuneration” shall mean the quotient 
obtained by dividing (A) the sum of (7) the compensation [and wages] paid to 
him after 1936 and before the quarter in which he will have died, eliminating [for 
any single calendar year, from compensation,] any excess over $300 for any 
-alendar month [in such year, and from the sum of wages and compensation any 
excess over $3,000, by] through 1951, and any excess over $350 for any calendar 
month after 1951, and (ii) tf such compensation for any calendar year is less than 
$3,600 and the average monthly remuneration computed on compensation alone is 
less than $300 and the employee has earned in such calendar year ‘‘wages’’ as defined 
in paragraph (6) hereof, such wages, in an amount not to exceed the difference between 
the compensation for such year and $3,600, by (B) three times the number of quarters 
elapsing after 1936 and before the quarter in which he will have died: Provided, 
That for the period prior to and including the calendar year in which he will have 
attained the age of twenty-two there shall be included in the divisor not more than 
three times the number of quarters of coverage in such period: Provided furthe 
That there shall be excluded from the divisor any calendar quarter which is not a 
quarter of coverage and during any part of which a retirement annuity will have 
been payable to him: And provided further, That if the exclusion from the divisor 
of all quarters beginning with the first quarter in which the employee was completely 
insured and had attained the age of sixty-five and the exclusion from the dividend of all 
compensation and wages with respect to such quarters would result in a higher average 
monthly remuneration, such quarters, compensation and wages shall be so excluded. 

With respect to an employee who will have been awarded a retirement annuity, 
the term “compensation” shall, for the purposes of this paragraph, mean the 
compensation on which such annuity will have been based; 

(10) The term “basic amount”’ shall mean— 

(i) for an employee who will have been partially insured, or completely 
insured solely by virtue of paragraph (7) (i) or (7) (ii) or both: the sum of (A 
40 per centum of his average monthly remuneration, up to and including 
$75; plus (B) 10 per centum of such average monthly remuneration exceeding 
$75 and up to and inciuding [$250] $350 if wages are not included in the 
average monthly remuneration, or $300 if wages are included, plus (C) 1 per 
centum of the sum of (A) plus (B) multiplied by the number of years after 
1936 in each of which the compensation, wages, or both, paid to him will 
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have been equal to $200 or more if the basic amount, thus computed, is less 
than [$10] $/4 it shall be increased to [$10] $14; 

(ii) for an employee who will have been completely insured solely by 
virtue of paragraph 7 (iii): the sum of 40 per centum of his monthly com- 
pensation if an annuity will have been payable to him, or, if a pension will 
have been payable to him, 40 per centum of the average monthly earnings 
on which such pension was computed, up to and including $75 plus 10 per 
centum of such compensation or earnings exceeding $75 and up to and 
including [$250] $300. If the average monthly earnings on which a pension 
payable to bin was computed are not ascertainable from the records in the 
possession of the Board, the amount computed under this subdivision shal) 
be $33.33, except that if the pension payable to him was less than $25, such 
amount shall be four-thirds of the amount of the pension or $13.33, which- 
ever is greater. The term “monthly compensation” shall, for the purposes 
of this subdivision, mean the monthly compensation used in computing the 
annuity; 

(iii) for an employee who will have been completely insured under para- 
graph (7) (iii) and either (7) (i) or (7) (ii): the higher of the two amounts 
computed in accordance with subdivisions (i) and (ii). 


+ " k * " * 


SOCIAL SECURITY ACT 


Sec. 17. The term ‘“‘employment,”’ as defined in [subsection (b) of] section 210 
of title II of tae Social Security Act, shall not include service performed by au 
individual as an employee as defined in section 1 (b). 

* * * + * * * 


RAILROAD RETIREMENT TAX ACT ! 
SEC. 1500. RATE OF TAX. 

In addition to other taxes, there shall be levied, collected, and paid upon the 
income of every employee a tax equal to the following percentages of so much of 
the compensation, paid to such employee after December 31, 1946, for services 
rendered by him after such date, as is not in excess of [$300] $350 for any calendar 
month: 

1. With respect to compensation paid during the calendar years 1947 and 
1948, the rate shall be 534 percent; 
2. With respect to compensation paid during the calendar years 1949, 1950, 
and 1951, the rate shall be 6 percent; 
3. With respect to compensation paid after December 31, 1951, the rate 
shall be 64 percent. 
SEC. 1501. DEDUCTION OF TAX FROM COMPENSATION, 

a) ReEQUIREMENT.—The tax imposed by section 1500 shall be collected by the 
employer of the taxpayer by deducting the amount of the tax from the compensa- 
tion of the employee as and when paid. If an employee is paid compensation 
after December 31, 1946, by more than one employer for services rendered during 
any calendar month after 1946 and the aggregate of such compensation is in excess 
of [$300] $350, the tax to be deducted by each employer other than a subordinate 
unit of a national railway-labor-organization employer from the compensation 
paid by him to the employee with respect to such month shall be that proportion 
of the tax with respect to such compensation paid by all such employers which the 
compensation paid by him after December 31, 1946, to the employee for services 
rendered during such month bears to the total compensation paid by all such 
employers after December 31, 1946, to such employee for services rendered during 
such month; and in the event that the compensation so paid by such employers 
to the employee for services rendered during such month is less than [$300 ] $350, 
sach subordinate unit of a national railway-labor-organization employer shall 
deduct such proportion of any additional tax as the compensation paid by such 
employer after December 31, 1946, to such employee for services rendered during 
such month bears to the total compensation paid by all such employers after 
December 31, 1946, to such employee for services rendered during such month. 

* * * * * * * 


! The amendments which the bill proposes to the Railroad Retirement Tax Act would apply only with 
respect to compensation paid after December 31, 1951. 
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SEC, 1510. RATE OF TAX. 

In addition to other taxes, there shall be levied, collected, and paid upon the 
income of each employee representative a tax equal to the following percentages 
of so much of the compensation paid to such employee representative after 
December 31, 1946, for services rendered by him after such date, as is not in 
excess of [$300] $350 for any calendar month: 

1. With respect to compensation paid during the calendar years 1947 and 
1948, the rate shall be 1144 per centum; 
2. With respect to compensation paid during the calendar years 1949, 1950, 
and 1951, the rate shall be 12 per centum; 
3. With respect to compensation paid after December 31, 1951, the rate 
shall be 1244 per centum 
* * k k " * 
SEC. 1520. RATE OF TAX. 

In addition to other taxes, every employer shall pay an excise tax, with respect 
to having individuals in his employ, equal to the following percentages of so much 
of the compensation, paid by such employer after December 31, 1946, for services 
rendered to him after December 31, 1936, as is, with respect to any employee for 
any calendar month, not in excess of [$300] $350: Provided, however, That if an 
employee is paid compensation after December 31, 1946, by more than one em- 
ployer for services rendered during any calendar month after 1936, the tax imposed 
by this section shall apply to not more than [$300] $350 of the aggregate com- 
pensation paid to such employee by all such employers after December 31, 1946, 
for services rendered during such month, and each employer other than a sub- 
ordinate unit of a national railway-labor-organization employer shall be liable 
for that proportion of the tax with respect to such compensation paid by all such 
employers which the compensation paid by him after December 31, 1946, to the 
employee for services rendered during such month bears to the total compensation 
paid by all such employers after December 31, 1946, to such employee for services 
rendered during sueh month; and in the event that the compensation so paid by 
such employers to the employee for services rendered during such month is less 
than [$300] $350, each subordinate unit of a national railway-labor-organization 
employer shall be liable for such proportion of any additional tax as the compensa- 
tion paid by such employer after December 31, 1946, to such employee for services 
rendered during such month bears to the total compensation paid by all such 
employers after December 31, 1946, to such employee for services rendered during 
such month: 

1. With respect to compensation paid during the calendar years 1947 and 
1948, the rate shall be 534 percent; 

2. With respect to compensation paid during the calendar years 1949, 1950, 
and 1951, the rate shall be 6 percent; 

3. With respect to compensation paid after December 31, 1951, the rate 
shall be 644 percent. 





RAILROAD UNEMPLOYMENT INSURANCE ACT 


SRC. 

(k) Subject to the provisions of section 4 of this Act, (1) a day of unemploy- 
ment, with respect to any employee, means a calendar day on which he is able 
to work and is available for work and with respect to which (i) no remuneration 
is payable or accrues to him, and (ii) he has, in accordance with such regulations 
as the Board may prescribe, registered at an employment office; and (2) a ‘‘day 
of sickness’’, with respect to any employee, means a calendar day on which because 
of any physical, mental, psychological, or nervous injury, illness, sickness, or dis- 
ease he is not able to work or which is included in a maternity period, and with 
respect to which (i) no remuneration is payable or accrues to him, and (ii) in 
accordance with such regulations as the Board may prescribe, a statement of sick- 
ness is filed within such reasonable period, not in excess of ten days, as the Board 
may prescribe’: Provided, howeve r. That “Subsidiary remuneration,’ as herein- 
after defined in this subsection, shall not be considered remuneration for the pur- 
pose of this subsection except with respect to an employee whose base-year com- 
pensation, exclusive of earnings from the position or occupation in which he « arned 
such subsidiary remuneration, is less than $150: Provided further, That remunera- 
tion for a working day which includes a part of each of two consecutive calendar 
days shall be deemed to have been earned on the second of such two days, and 
any individual who takes work for such working day shall not by reason thereof 








46 AMENDING THE RAILROAD RETIREMENT ACT OF 1937 


be deemed not available for work on the first of such calendar days: ‘‘Provided 
further, That any calendar day on which no remuneration is payable to or accrues 
to an employee solely because of the application to him of mileage or work restrictions 
agreed upon in schedule agreements between employers and employees or solely because 
he is standing by for or laying over between regularly assigned trips or tours of duty 
shall not be considered either a day of unemployment or a day of sickness.”’ 

“See. 4 fa} F288. 

(iii) any day in any registration period with respect to which period the 
Board finds that he earned, in train and engine service, yard service, dining- 
car service, sleeping-car service, parlor-car service, or other Pullman-car or 
similar service, or express service On trains, at least the equivalent of twenty 
times his daily benefit rate; 

(iv) any dav in any registration period comprising the last fourteen davs 
of a period of twenty-eight davs with respect to which period of twenty-eight 
davs the Board finds that he earned, in train and engine service, yard service, 
dining-car service, sleeping-car service, parlor-car service or other Pullman- 
car or similar service, or express service On trains, at least the equivalent of 
forty times his daily benefit rate. 


APPENDIX A 


Tue Bri §S. 1347, as Reportep BY THE COMMITTEE 
[S. 1347, 82d Cong., Ist sess.] 
[Omit the part in black brackets and insert the part printed in italic] 


A BILL To amend the Railroad Retirement Act and the Railroad Retirement Tax Act, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 1 of the Railroad Retirement Act of 
1937, as amended, is amended by substituting in the last sentence of subsection 
(f) thereof the phrase ‘‘one hundred twenty-six’ for the phrase “fifty-four” and 
by adding efter subsection (p) thereof a new subsection as follows: 

““(q) The terms ‘Social Security Act’ and ‘Social Security Act; as amended’ 
shall mean the Social Security Act as amended in 1950.” 

Sec. 2. Subsection (a) of section 2 of the Railroad Retirement Act of 1937, as 
amended, is amended by inserting in the first sentence thereof, after ‘enactment 
date,” the following: ‘‘and shall have completed ten years of service,’’; and by 
inserting in the first sentence of paragraph 5 of said subsection a period after the 
phrase “regular employment” and striking out all of that sentence following that 
phrase[; and by striking out the next to the last sentence of such subsection (a) J. 

Sec. 3. Subsection (c) of section 2 of the Railroad Retirement Act of 1937, as 
amended, is amended by substituting for the phrase “sixty days’’, the phrase 
“six months’’. 

[Sec. 4. Subsection (d) of section 2 of the Railroad Retirement Act of 1937, 
as amended, is amended by inserting the first sentence ‘(i)’? after ‘“‘individual”’ 
and by changing the period at the end of the first sentence to a comma and in- 
serting after the comma the following: ‘“‘or (ii) is receiving an annuity under 
paragraph 1, 2 or 3 of subsection (a), or under paragraph 4 or 5 thereof after 
attaining age sixty-five, is under the age of seventy-five, and shall earn more 
than $50 in ‘wages’ or be charged with more than $50 in ‘net earnings from self- 
employment’, or (iii) is receiving an annuity under paragraph 4 or 5 of subsection 
(a), is under the age of sixty-five, and shall earn more than $100 in ‘wages’ or be 
charged with more than $100 in ‘net earnings from self-employment’.’’] 

Sec. 4. Section 4 of the Railroad Retirement Act of 1937, as amended, is amended 
by substituting for the phrase ‘“‘sixty days’’ in subsection (k) thereof the phrase “‘sizx 
months’’. 

Sec. 5. Section 2 of the Railroad Retirement Act of 1937, as amended, is 
amended by adding after subsection (d) thereof the following new subsections: 

[‘‘(e) For the purpose of this section and of subsection (i) of section 5, ‘wages’ 
shall mean wages as defined in section 209 of the Socia! Security Act, without 
regard to subsection (a) thereof; and ‘net earnings from self-employment’ shall 
be determined as provided in section 211 (a) of the Social Security Act and 
charged to correspond to the provisions of section 203 (c) of that Act. 
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“T(f)] (e) Spouse’s AnNurry.—The spouse of an individual, if 
“(i) such individual has been awarded an annuity under subsection (a) 
or a pension under section 6 and has attained the age of 65, and 
“(ii) such spouse has attained the age of 65 or, in the case of a wife, has 

in her care (individually or jointly with her husband) a child who, if her 

husband were then to die, would be entitled to a child’s annuity under sub- 

section (ec) of section 5 of this Act. 
shall be entitled to a spouse’s annuity equal to one-half of such individual’s 
annuity or pension, but not more than [$50] $40: Provided, however, That if the 
annuity of the individual is awarded under paragraph 3 of subsection (a), the 
spouse’s annuity shall be computed or recomputed as though such individual 
[has] had been awarded the annuity to which he would have been entitled under 
paragraph 1 of said subsection: Provided further, That, if the annuity of the in- 
dividual is awarded pursuant to a joint and survivor election, the spouse’s annuity 
shall be computed or recomputed as though such individual had not made a joint and 
survivor election: And provided further, That any spouse’s annuity shall be reduced 
by the amount of any annuity and the amount of any monthly insurance benefit, 
other than a wife’s or husband’s insurance benefit, to which such spouse is en- 
titled, or on proper application would be entitled, under subsection (a) of this 
section or subsection (d) of section 5 of this Act or section 202 of the Social Security 
Act; except that if such spouse is disentitled to a wife’s or husband’s insurance 
benefit, or has had such benefit reduced, by reason of subsection (k) of section 202 
of the Social Security Act, the reduction pursuant to this [subsection] third 
proviso shall be only in the amount by which such spouse’s monthly insurance 
benefit under said Act exceeds the wife’s or husband’s insurance benefit to which 
such spouse would have been entitled under that Act but for said subsection (k 

“(g)] (N For the purposes of this Act, the term ‘spouse’ shall mean the wife 
or husband of a retirement annuitant or pensioner who (i) was married to such 
annuitant or pensioner for a period of not less than three years immediately pre- 
ceding the day on which the application for a spouse’s annuity is filed, or is the 
parent of such annuitant’s or pensioner’s son or daughter, if, as of the day on 
which the application for a spouse’s annuity is filed, such wife or husband and such 
annuitant or pensioner were members of the same household, or such wife or 
husband was receiving regular contributions from such annuitant or pensioner 
toward her or his support, or such annuitant or pensioner has been ordered by any 
court to contribute to the support of such wife or husband; and (ii) in the case of a 
husband, was receiving at least one-half of his support from his wife at the time 
his wife’s retirement annuity or pension began. 

“T(h) J (g) The spouse’s annuity provided in subsection [(f)] (e) shall, with 
respect to any month, be subject to the same provisions of subsection (d) [with 
regard to service, ‘wages’ and ‘net earnings from self employment’] as the indi- 
vidual’s annuity, and, in addition, the spouse’s annuity shall not be payable for 
any month if the individual’s annuity is not payable for such month (or, in the 
case of a pensioner, would not be payable if the pension were an annuity) by reason 
of the provisions of said subsection (d). Such spouse’s annuity shall cease at the 
end of the month preceding the month in which (i) the spouse or the individual 
dies, (ii) the spouse and the individual are absolutely divorced, or (iii), in the case 
of a wife under age 65, she no longer has in her care a child who, if her husband 
were then to die, would be entitled to an annuity under subsection (c) of section 
5 of this Act.” 

Sec. 6. Subsection (a) of section 3 of the Railroad Retirement Act of 1937, as 
amended, is amended by changing “2.40” to [‘‘2.80" ] “2.76”, “1.80” to [2.00] 
“2.07”, and ‘1.20” to [1.40] “1.38”; and by striking out the phrase ‘‘next 
$150” and substituting for said phrase the following: ‘‘remainder of his ‘monthly 
compensation’ ”’. 

Sec. 7. Subsection (b) of section 3 of the Railroad Retirement Act of 1937, as 
amen”’ed, is amended by substituting (in each instance in the parenthetic phrase 
of paragraph (1)) ‘“‘his ‘monthly comp2nsation’ ” for “$300”; and by striking out 
all of paragraph (4) and inserting in lieu thereof the following paragraph: 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such individual 
is, or on proper application would be, entitled to an old age insurance benefit 
under the Social Security Act, as follows: (i) in the case of the individual’s retire- 
ment annuity, by that portion of such annuity which is based on his years of 
service and compensation before 1937, or by the amount of such old age insurance 
benefit, whichever is less, (ii) in the case of the individual’s pension, by the 
amount of such old age insurance benefit, and (iii) in the case of the spouse’s 
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annuity, to one-half the individual’s retirement annuity or pension as reduced 
pursuant to clause (t) or clause (it) of this paragraph: Provided, however, That, in 
the case of any individual receiving or entitled to receive an annuity or pension on the 
day prior to the date of enactment of this proviso, the reductions required by this 
paragraph shall not operate to reduce the sum of (A) the retirement annuity or pension 
of the individual, (B) the spouse’s annuity, tf any, and (C) the benefits under the 
Soctal Security Act which the individual and his famaly receive or are entitled to recetve 
on the basis of his wages, to an amount less than such sum was before the enactment of 
this paragraph.’’) 

Sec. 8. Subsection (c) of section 3 of the Railroad Retirement Act of 1937, 
as amended, is amended by inserting in the last sentence thereof after “$300” 
the following: “through the calendar year 1951, and in excess of [$400] $350 
thereafter,’’. 

Sec. 9. Subsection (e) of section 3 of the Railroad Retirement Act of 1937, 
as amended, is amended by striking out the phrase “and not less than five years 
of service’; by changing the phrase “subsection 2 (a) (3)’’ to [sections] ‘‘section 
2 (a) 8 or the last paragraph of section 3 (b) [(4)]”’; by changing ‘'$3.60” to 
(‘34.10 } “$4.14”, and “$60” to [S68] “$69; and by changing the period 
at the end of the subsection to a colon and inserting after the colon the following: 
“Provided, however, That if for any entire month in which an annuity accrues 
and is payable under this Act the annuity to which an employee is entitled under 
this Act (or would have been entitled except for a reduction pursuant to section 
2 (a) 3 or a joint and survivor election), together with his or her spouse’s annuity, 
if any, or the total of survivor annuities under this Act deriving from the same 
emplovee, is less than the amount, or the additional amount, which would have 
been payable to all persons for such month under the Social Security Act (deeming 
completely and partially insured individuals to be fully and currently insured, 
respectively, and disregarding any possible deductions under subsection (f) and 
(g) (2) of section 203 thereof) if such employee's service as an employee after 
December 31, 1936, were included in the term ‘employment’ as defined in that 
Act and quarters of coverage were determined in accordance with section 5 [(1)] 
(1) (4) of this Act, such annuity or annuities, shall be increased proportionately 
to a total of such amount or such additional amount.’’ 

Sec. 10. Section 3 of the Railroad Retirement Act of 1937, as amended, is 
amended by striking out subsection (h) thereof. 

Sec. 11. Subsection (i) of section 3 of the Railroad Retirement Act of 1937, as 
amended, is amended by redesignating it as subsection (h). 

Sec. 12. Subsection (a) of section 5 of the Railroad Retirement Act of 1937, as 
amended, is amended by inserting ‘““aand Widower’s”’ after ‘‘Widow’s’’; by inserting 
“or widower” after ‘‘widow’’; by inserting ‘or his’ after “her’’, by inserting 
“or he’ after “‘she’’; [and by substituting for the phrase “‘an annuity for each 
month equal to three-fourths of the emplovee’s basic amount”’ the following: ‘‘a 
survivor’s insurance annuity: Provided, however,] by striking out the phrase 
“three-fourths of’; and by changing the period at the end thereof to a colon, and by 
inserting after the colon the following: “Provided, however, That if in the month 
preceding the emplovee’s death the spouse of such employee was entitled to a 
spouse’s annuity under subsection [[(f) ] (e) of section 2 in an amount greater than 
the [survivor's ] widow's or widower’s insurance annuity, the widow’s or widower’s 
insurance annuity shall be increased to such greater amount.”’ 

Sec. 13. Subsection (b) of section 5 of the Railroad Retirement Act of 1937, as 
amended, is amended by [substituting for the phrase ‘‘an annuity for each month 
equal to three-fourths of the employvee’s basic amount” the following: ‘“‘a survivor’s 
insurance annuity:’’ ] striking out the phrase ‘‘three-fourths of”; and by changing the 
period at the end thereof to a colon and inserting after the colon the following: ‘‘Pro- 
vided, however, That if in the month preceding the employee’s death the spouse of 
such employee was entitled to a spouse’s annuity under subsection [(f)] (e) of 
section 2 in an amount greater than the [survivor’s] widow’s current insurance 
annuity, the didow’s current insurance annuity shall be increased to such greater 
amount,”’ 

Sec. 14. Subsection (ec) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is amended by substituting for the phrase [‘‘an annuity for each 
month equal to one-half of the emplovee’s basic amount’ the following: ‘a 
survivor’s insurance annuity: Provided, however, That if the emplovee is survived 
by more than one child entitled to an annuity hereunder, each such child’s 
aunuity shall be (i) two-thirds of a survivor’s insurance annuity plus (ii) one third 
of a survivor’s insurance annuity divided by the number of such children”) 
“one-half” the phrase “two-thirds”. 


‘ 
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Sec. 15. Subsection (d) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is amended by inserting, “‘, no widower,” after ‘“‘widow’’; and by 
substituting for the phrase [‘‘an annuity for each month equal to one-half of the 
employee’s basic amount”’ the phrase ‘“‘a survivor’s insurance annuity’ } ‘‘one-half” 
the phrase ‘two-thirds’. 

Sec. 16. Subsection (e) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is amended by [striking out all after the phrase ‘‘whose death” an 
substituting the following: ‘“‘the same two or more children are entitled to annuities 
for a month under subsection (¢c), any application of each such child shall be 
deemed to be filed with respect to the death of only that one of each employees 
from whom may be derived a survivor’s insurance annuity for each child under 
subsection (c) in an amount equal to or in excess of that which may be derived 
from any other of such employees.’’] substituting for the phrase “one-half” the phrase 
““two-thirds’’. 

Sec. 17. Subsection (f) (1) of section 5 of the Railroad Retirement Act of 
1937, as amended, is amended by inserting “widower,” after the [word] phrase 
[‘‘widow’’] “‘widow,”’ where this [word] phrase first appears in the first sentence, 
and after the phrase “widow,” wherever this phrase appears in the fourth sentence; 
and by substituting in the first sentence [‘‘twelve times the survivor’s insurance 
annuity” for “eight times the employee’s basic amount’’; by inserting after the 
first sentence thereof the following: ‘‘Upon the death, 6n or after the first day 
of the month next following the month of enactment hereof, of a completely or 
partially insured employee who will have died leaving a widow, widower, child, 
or parent who would on proper application therefor be entitled to an annuity 
under this section for the month in which such death occurred, there shall be 
paid a lump sum of four times the survivor’s insurance annuity to the person 
or persons in the order provided in this paragraph.’’; by inserting before ‘“‘would” 
in the fourth sentence thereof the following: ‘‘of twelve times the survivor’s insur- 
ance annuity’’, by inserting in that sentence “widower,” after the word ‘“‘widow,”’ 
wherever it appears, and by substituting in that sentence the phrase “eight times 
the survivor’s insurance annuity” for the phrase ‘“‘such lump sum” wherever it 
appears. ] for the word “eight” the word ‘‘ten’’. 

Sec. 18. Subsection (f) (2) of seetion 5 of the Railroad Retirement Act of 1937, 
as amended, is amended by inserting ‘‘, widower,’’ after the word ‘‘widow”’ 
wherever this word appears; by inserting ‘‘or her’ after the words ‘his’? and 
‘‘him’’ wherever these words appear, by inserting after “$300” the following 
“through the calendar year 1951 and [$400] $350 thereafter’; by inserting 
immediately before ‘‘, or to [other] others’ in the first sentence the following: 
‘and to others deriving from him or her, during his or her life,’’; by changing 
the period at the end of said subsection to a comma and by inserting after the 
comma the following: ‘except that the deductions of the benefits [paid] which, 
pursuant to subsection (k) (7) of this section, are paid under section 202 of the 
Social Security Act, during the life of the emplovee to him or t 
deriving from him or her, shall be limited to such portions of such benefits as are 
pavable solely by reason of the inclusion of service as an employee in ‘employ- 
ment’ pursuant to said subsection (k) (1).” 

Sec. 19. Subsection (g) (2) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is amended to read as follows: 

(2) If an individual is entitled to more than one annuity for a month under 
this seetion, such individual shall be entitled only to that one of such annuities 
for a month which is equal to or exceeds any other such annuity. If an individual 
is entitled to an annuity for a month under this section and is entitled, or would 
be so entitled on proper application therefor, for such month to an insurance 
benefit under section 202 of the Social Security Act, the annuity of such individual 
for such month under this section shall be only in the amount by which it exceeds 
such insurance benefit. If an individual is entitled to an annuity for a month 
under this section and also to a retirement annuity, the annuity of such individual 
for a month under this section shall be only in the amount by which it exceeds 
such retirement [annuity.” ] annuity. 

3) In the case of any individual receiving or entitled to receive an annuity under 
this section on the day prior to the date of enactment of the provisions of this paragraph, 


) 


y 


o her and to others 


the application of paragraph of this subsection to such individual shall not operate 
to reduce the sum of (A) the annuity under this section of such individual, (B) the 
retirement annuity, if any, of 8 ich individual, and (¢ the benefits under the Social 
Security Act which such individual receives or is entitled to receive, to an amount less 
than such sum was before the enactment of the provisions of this paragraph.’’ 

Sec. 20. Subsection (h) of section 5 of the Railroad Retirement Act of 1937 
as amended, is amended to read as follows: 


, 
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“(h) Maximum and Minimum Annuity Totals.—Whenever according to the 
provisions of this section [the total of annuities payable for a month with respect 
to the death of an employee, after any adjustment pursuant to subsection (g) (2) 
and after any deductions under subsection (i), is more than $40 and exceeds an 
amount equal to 2%4 times a survivor’s insurance annuity, such total of annuities 
shall, subject to the provisos in subsection (e) of section 3 and in subsections (a) 
and (b) of this section, be reduced proportionately to such amount or to $40, 
whichever is greater. Whenever according to the provisions of this section the 
total of annuities payable for a month with respect to the death of an employee 
is less than $20 such total shall, prior to any adjustment pursuant to subsection 
(g) (2) and prior to any deductions under subsection (y), be increased propor- 
tionately to $20] as to annuities, payable for a month with respect to the death of an 
employee, the total of annuities is more than $30 and exceeds either (a) $160, or (b) an 
amount equal to two and two-thirds times such employee’s basic amount, whichever of 
such amounts is the lesser, such total of annuities shall, prior to any deductions under 
subsection (7), be reduced to such lesser amount or to $30, whichever is greater. When- 
ever such total of annutties is less than $14, such total shall, prior to any deduction 
under subsection (1), be increased to $14.”’ 

[Sec. 21. (a) Subsection (i) of section 5 of the Railroad Retirement Act of 
1937, as amended, is amended by striking out subdivision (ii) of paragraph (1) 
and inserting in lieu thereof the following: 

[‘‘(ii) is under the age of seventy-five and will have earned more than $50 
in ‘wages’ or will have been charged with more than $50 in ‘net earnings from 
self-employment’; or’’. 

{(b) Such subsection (i) is further amended by striking out subdivision (iii) 
thereof and by redesignating subdivision (iv) as subdivision (iii) .J 

Sec. 21. Subdivision (ii) of paragraph (1) of subsection (i) of section 5 of the 
Railroad Retirement Act of 1937, as amended, is amended, by substituting ‘‘$50’’ 
for “$25”. 

Sec. 22. Subsection (j) of section 5 of the Railroad Retirement Act of 1937, 
as amended, is amended by striking out all of the third sentence thereof after 
the phrase ‘‘the month in which’ (ineluding the proviso), and substituting the 
following: “eligibility therefor wes otherwise acquired, but not earlier than the 
first day of the sixth month before the month in which the application was filed.” 

Sec. 23. (a) Paragraph (1) of subsection (k) of section 5 of the Railroad 
Retirement Act of 1937, as amended, is amended by inserting ‘‘(i)”’ after the 
word ‘determining’? and by inserting in said paragraph after the word ‘‘Act’’ 
where it first appears the following: ‘‘to an employee who will have completed 
less than ten vears of service and to others deriving from him or her during his 
or her life and with respect to his or her death, and lump-sum death payments 
with respect to the death of such emplovee, and (ii) insurance benefits with respect 
to the death of an employee who will have completed ten vears of service’; by 
striking in said paragraph after “1947,” the following: ‘‘to a widow, parent, or 
surviving child,’’; by inserting before the word “occurring” the phrase ‘‘of such 
an employee”; by inserting after the phrase ‘‘such date”’ following: ‘‘, and for the 
purposes of section 203 of that Act’’; by substituting in said paragraph ‘210 (a) 
(10)”’ for **209 (b) (9)’’; and by inserting at the end of such paragraph (1) the 
following sentence: “In the application of the Social Security Act pursuant to 
this paragraph to service as an employee, all service as defined in section 1 (c) 
of this Act shall be deemed to have been performed within the United States.” 

[(b) Paragraph (2) of the said subsection (k) is amended by changing 1950” 
to £1956”; by inserting after the word “awards”’ where it first appears the follow- 
ing: “‘and in administering the proviso in section 3 (e) of this Act’’; by substi- 
tuting ‘‘Federal Security Administrator’ for ‘Social Security Board’’; and by 
striking out from said paragraph (2) all after the phrase “‘such legislative changes 
as’”’ and substituting the following: ‘‘would be necessary to place the Federal 
Old Age and Survivors Insurance Trust Fund in the same position in which. it 
would have been if service as an emplovee after December 31, 1936, had been 
included in the term ‘employment’ as defined in the Social Security Act and in 
the Federal! Insurance Contributions Act.’’J 

(b) Subsection (k) (2) of section & of the Railroad Retirement Act of 1937, as 
amended, is amended by substituting the following: 

(2) (A) The Board and the Federal Security Administrator shall determine, no 
later than January 1, 1954, the amount which would place the Federal Old-Age and 
Survivors Insurance Trust Fund (hereafter termed ‘Trust Fund’) in the same position 
an which it would have been at the close of the fiscal year ending June 30, 1952, af 
service as an employee after December 31, 1936, had been included in the term 
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‘employment’ as defined in the Social Security Act and in the Federal Insurance 
Contributions Act. 

“(B) On January 1, 1954, for the fiscal year ending June 30, 1953, and at the close 
of each fiscal year beginning with the fiscal year ending June 30, 1954, the Board and 
the Federal Security Administrator shall determine, and the Board shall certify to 
the Secretary of the Treasury for transfer from the Railroad Retirement Account 
(hereafter termed ‘Retirement Account’) to the Trust Fund, interest for such fiscal 
year at the rate specified in subparagraph (D) on the amount determined under 
subparagraph (A) less the sum of all offsets made under subparagraph (C). 

““(C) Alt the close of the fiscal year ending June 80, 1958, and each jiscal year 
thereafter, the Board and the Federal Security aeons shall determine the 
amount, if any, w hich tf added to or subtracted from the Trust Fund would place such 
Trust Fund in the same position in which it would have be nif service as an employee 
after December 31, 1936, had been included in the term ‘employment’ as defined in 
the Social Security Act and an the Federal Insurance Contributions Act For 
purposes of this subparagraph, the amount determined under subparagraph (A), 
less such offsets as have theretofore been made under this subparagraph, and the 
amount determined under subparagraph (R) for the fiscal year under consideration 
sha.l be deemed to be part of the Trust Fund. Such determination shall be made no 
later than June 15, following the close of the fiscal year. If such amount is to be added 
to the Trust Fund, the Board shall, within ten days after the determination, certify 
such amount to the Secretary o f the Treasury for transfer from the Retirement Account 
to the Trust Fund; if such amount is to be subtracted from the Trust Fund, the Admin- 
istrator shall, within ten days after the determination, certify such amount to the 
Secretary of the Treasury for transfer from the Trust Fund to the Retirement Account. 
The amount so certified shall further include interest (al the rate determined in sub- 
paragraph (D) for the fiscal year under consideration) payable from the close of such 
fiscal year until the date of certification. In the event the Administrator is required 
under the provisions of this subparagraph to certify to the Secretary of the Treasury an 
amount to be transferred to the Retirement Account from the Trust Fund, the Adminis- 
trator, in lieu of such certifi ‘ation, may offset the amount > mined under the first 
sentence of this subparagraph against the amount delermined in slinenaeaid A 
as diminished by any prior offsets and the offset shall be made to be effective as of the 
jirst day of the fiscal year following the fiscal year under consideration. 

“(D) For the purposes of subparagraphs (B) and (C), for any fiscal year, the 
rate of interest to be used shall be equal to the average rate cf interest, computed as of 
May 31 preceding the close of such fiscal year, borne by all interest-bearing obligations 
of the United States then forming a part of the public debt; except that where such 
average rate is not a multiple of one-eighth of 1 per centum, the rate of interest shall 
be the multiple of one-eighth of 1 per centum next lower than such average rate. 

“(FB) The Secretary of the Treasury is authorized and directed to transfer to the 
Trust Fund from the Returement Account or to the Retirement Account from the 
Trust Fund, as the case may be, such amounts as, from time to time, may be deter- 
mined by the Roard and the Federal Security Administrator pursuant to the provisions 
of subparagraphs (R) and (C) of this subsection, and certified by the Roard or the 
Administrator for transfer from the Retirement Account or from the Trust Fund.” 

Sec. 24. (a) (1) Paragraph (1) of subsection (1) of section 5 of the Railroad 
Retirement Act of 1937, as amended, is amended by inserting ‘“‘ ‘widower’,”’ after 
*“« ‘widow’,”’ where this word first appears; by substituting ‘‘216 (c), (e) and (g 
for “‘209 (j) and (k)”’, and by substituting ‘‘202 (h)”’ for “202 (f)’’. 

(2) The said paragraph (1) is further amended by striking out subdivision (i) 
thereof and inserting in lieu of such subdivision the following: 

“‘(1) a ‘widow’ or ‘widower’ shall have been living with the employee at 
the time of the employee’s death; a widower shall have received at least 
one-half of his support from his wife employee at the time of her death 
or he shall have received at least one-half of his support from his wife employee 
at the time her retirement annuity or pension [began. For the purposes 
of subsections (b) and (i) (1) (iii) of this seetion, the term ‘widow’ shall 
include a woman who has been divorced from the employee if she (A) is 
the mother of his son or daughter, (n) legally adopted his son or daughter 
while she was married to him and while such son or daughter was under the 
age of eighteen, or (c) was married to him at the time both of them legally 
adopted a child under the age of eighteen; and if she received from the em- 
ployee (pursuant to agreement or court order) at least one-half of her sup port 
at the time of the employee’s death, and the child in her care referred to in 
subsection (b) is the child described in clauses (a), (B), and (c) entitled to a 
survivor’s insurance annuity under subsection (c) with respect to the death of 
such employee;’’.] began.” 
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(3) The said paragraph (1) is further amended by inserting in subdivision (ii) 
after the phrase “‘such death” the following: “by other than a step parent, grand 
parent, aunt, or uncle’; [by substituting in subdivision (iii) for the phrase ‘‘shall 
have been wholly dependent upon and supported at the time of his death by”’ the 
phrase ‘‘shall have received at least one-half of his support from’”’; by changing 
the semicolon after the phrase ‘‘is claimed”’ in said subdivision (iii) to a period and 
striking out the portion of the sentence following that phrase.] and by amending 
subdivision (iit) toread as follows: ‘‘(iii) a ‘parent’ shall have received, at the time of 
the death of the employee to whom the relationship of parent is claimed, at least one- 
half of his support from such employee.” 

(4) Paragraph (1) of the said subsection (1) is further amended by substituting 
for all the matter which follows subdivision (iii) the following: ‘‘A ‘widow’ or 
‘widower’ shall be deemed to have been living with the employee if the conditions 
set forth in section 216 (h) (2) or (3), whichever is applicable, of the Social Se- 
curity Act are fulfilled. A ‘child’ shall be deemed to have been dependent upon 
a parent if the conditions set forth in section 202 (d) (38), (4), or (5) of the Social 
Security Act are fulfilled (a partially insured mother being deemed currently 
insured). In determining for purposes of this section and subsection [(g)] (/) 
of section 2 whether an applicant is the wife, husband, widow, widower, child, or 
parent of an employee as claimed, the rules set forth in section 216 (h) (1) of the 
Social Security Act shall be applied;’’. 

(b) Paragraph (4) of subsection (1) of section 5 of the Railroad Retirement Act 
of 1937, as amended, is amended by inserting after the table the following: “If 
upon computation of the compensation quarters of coverage in accordance with 
the above table an employee is found to lack a completely or partially insured 
status which he would have if compensation paid in a calendar year were presumed 
to have been paid in equal proportions with respect to all months in the year in 
which the employee will have been in service as an employee, such presumption 
shall be made.’’ 

{(c) Paragraph (6) of subsection (1) of section 5 of the Railroad Retirement 
Act of 1937, as amended, is amended by striking ‘‘(a)”’ after ‘‘209” and by inserting 
after the word “Act’’, the following: ‘‘, and, in addition (i) ‘self-employment 
income’ as defined in section 211 (b) of that Act and (ii) wages deemed to have 
been paid under section 217 (a) of that Act on account of military service which 
is not creditable under section 4 of this Act.” ] 

(c) Paragraph (6) of subsection (1) of section 5 of the Railroad Retirement Act of 
1937, as amended, is amended to read as follows: 

“(6) The term ‘wages’ shall mean wages as defined in section 209 of the Social 
Security Act (except that for the purposes of section 5 (7) (1) (tt) of this Act such wages 
shall be determined without regard to subsection (a) of said section 209). In addi- 
tion, the ierm shall include (7) ‘self-employment income’ as defined in section 211 (b) 
of the Social Security Act (and in determining ‘self-employment income’ the ‘net 
earnings from self-employment’ shall be determined as provided in section 211 (a) of 
such Act and charged to correspond with the provisions of section 203 (e) of such Act), 
and (iz) wages deemed to have been paid under section 217 (a) of the Social Security 
Act on account of military service which is not creditable under section 4 of this Act.” 

(d) Paragraph (7) of subsection (1) of section 5 of the Railroad Retirement Act 
of 1937, as amended, is amended by inserting before the word ‘“‘had”’ the phrase 
“completed ten years of service and will have’’; and by inserting in the parentheti- 
cal phrase in subdivision (i), after the word ‘‘quarter” the following: ‘‘which is not 
a quarter of coverage and’’. 

(e) Paragraph (8) of subsection (1) of section 5 of the Railroad Retirement Act 
of 1937, as amended, is amended to read as follows: 

**(8) An employee will have been ‘partially insured’ at the time of his death, 
whether before or after the enactment of this section, if it appears to the satisfac- 
tion of the Board that he will have completed ten vears of service and will have 
had (i) a current connection with the railroad industry; and (ii) six or more 
quarters of coverage in the period ending with the quarter in which he will have 
died or in which a retirement annuity will have begun to accure to him and begin- 
ning with the third calendar year next preceding the year in which such event 
oceurs. 

(f) Paragraph (9) of subsection (1) of section 5 of the Railroad Retirement Act 
of 1937, as amended, is amended by changing the language before the first proviso 
to read as follows: 

“(9) An emplovee’s ‘average monthly remuneration’ shall mean the quotient 
obtained by dividing (A) the sum of (i) the compensation paid to him after 1936 
and before the quarter in which he will have died, eliminating any excess over 
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$300 for any calendar month through 1951, and any excess over [$400] $350 for 
any calendar month after 1951, and (ii) if such compensation for any calendar 
year is less than $3,600 and the average monthly remuneration computed on 
compensation alone is less than $300 and the employee has earned in such calendar 
year ‘wages’ as defined in paragraph (6) hereof, such wages, in an amount not to 
exceed the difference between the compensation for such year and $3,600, by 
(B) three times the number of quarters elapsing after 1936 and before the quarter 
in which he will have died:’’; by inserting in the second proviso after the word 
“quarter” the following: ‘‘which is not a quarter of coverage and’’; and by chang- 
ing the period at the end of said proviso to a colon and adding the following: 
** And provided further, That if the exclusion from the divisor of all quarters [after] 
beginning with the first quarter in which the employee was completely insured and 
had attained the age of sixty-five and the exclusion from the dividend of all com- 
pensation and wages with respect to such quarters would result in a higher average 
monthly remuneration, such quarters, compensation and wages shall be so 
excluded.”’ 

{(g) Paragraph (10) of subsection (1) of seetion 5 of the Railroad Retirement 
Act of 1937, as amended, is amended by substituting the phrase ‘ ‘survivor’s 
insurance annuity’’’ for the phrase “ ‘basic amount’’’ wherever this phrase 
appears; by substituting in subdivisions (i) and (ii) of said paragraph ‘‘$100’’ for 
“$75’’: by substituting for “$250’’ in subdivision (i) the following: ‘$400 if wages 
are not included in the average monthly remuneration, or $300 if wages are 
included’’; and by striking out from subdivision (i) all the language after the 
phrase ‘plus (C)’’, up to and including the phrase ‘‘or more’’, and by substituting 
for said language the following: ‘‘$1 for each of his vears of service after 1936”’ 
by substituting in said subdivision (i) ‘$20’’ for ‘‘$10’’ wherever the latter figures 
appear; by substituting in subdivision (ii) of said paragraph the phrase “the 
survivor’s insurance annuity’’ for the phrases “the amount computed under his 
subdivision’”’ and ‘“‘such amount’’; by substituting ‘$35’’ for ‘‘$33.33’’, and for 
““$25’’ and substituting ‘“‘$15’’ for ‘‘$13.33’’ and ‘$300’ for ‘“$250’’, and by 
striking out the phrase ‘four thirds of’’.J 

(g) Paragraph (10) of subsection (1) of section 5 of the Railroad Retirement Act of 


1937, as amended, is amended by substituting in subdivision (i) for “$250” the follow- 
ing: “$350 if wages are not included in the average monthly remuneration, or $300 
if wages are included”’; by substituting in said subdivision (i) “$14” for “$10”; and 


by substituting **$300”’ for $250’ in subdivision (17) thereof. 
Sec. 25. Section 17 of the Railroad Retirement Act of 1937, as amended, is 
amended by striking out “‘subsection (b) of’’. 


AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


Sec. 26. Sections 1500, 1501 (a), 1510, and 1520 of the Railroad Retirement 
Tax Act are amended, effective with respect to compensation paid after December 
31, 1951, for services rendered after such date, by substituting for the figures 
“‘$300’’, wherever they appear in said sections, the figures [‘‘$400") “$350”’. 


EFFECTIVE DATES 


Sec. 27. (a) Except as otherwise specifically provided the amendments made 
by this Act shall take effect with respect to benefits accruing under the Railroad 
tetirement Acts and the Social Security Act after the last day of the month in 
which this Act is enacted, irrespective of when service or employment occurred 
or compensation or wages were earned: Provided, however, That in the recomputa- 
tion pursuant to this Act of [retirement and] survivor annuities heretofore 
awarded, the [monthly compensation and average monthly remuneration] basic 
amount shall not be recomputed [but shall be increased to the next highest multiple 
of one dollar]. 

(b) The amendments made by sections 3, 4 and 22 of this Act [and the elimina- 
tion of the language in section (3) (v) 4 of the Railroad Retirement Act] shall 
apply to benefits awarded in whole or in part on or after the date of enactment of 
this Act. 

{(c) The amendments made by sections 4 and 21 with respect to ‘“‘wages’’ and 
“net earnings from self-employment’’ shall not apply to ‘‘wages’’ from service, 
or to ‘‘net earnings from self-employment’”’ in which an individual (other than a 
disability annuitant under the age of 65) in receipt of an annuity on the enactment 
date hereof was engaged on such date without forfeiting the annuity.] 
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[(d)} (c) The amendments made by sections 17 and 18 of this Act shall take 
effect with respect to deaths occurring on or after the date of enactment of this 
Act. 

{(e) With respect to retirement and survivor annuities currently payable and 
awarded under the Railroad Retirement Act prior to the enactment of this Act 
to, and with respect to the death of, individuals who have completed less than 
ten years of service, and with respect to spouses of such individuals during such 
individuals’ lifetime, the amendments made by this Act shall apply in the same 
manner as to, and with respect to the death of, individuals who have completed 
ten vears of service.} 

(d) In the case of any retirement or survivor annuity awarded under the Railroad 
Retirement Acts prior to the date of enactment of this Act and currently payable, 
of such annuity was awarded to, or with respect to the death of, any individual who 
has completed less than ten years of service, then the amendments made by this Act 
shall apply with respect to such annuity as if such individual had met the require- 
ment of ten years of service which is imposed as a condition to benefits under the 
Railroad Retirement Act of 1937, as amended by this Act. In addition, the spouse 
of any such individual shall not, during such individual’s lifetime, be barred from a 
spouse’s annuity under such Act by reason of the fact that such individual has com- 
pleted less than ten years of service. 

(e) Where the parent of a deceased employee has, prior to the date of enactment of 
this Act, been awarded a survivor annuity under the Ratiroad Retirement Acts which 
is currently payabie, the entitlement of such parent to a survivor’s annuity in accord- 
ance with the amendments made by this Act shali be determined without regard to 
whether or not such employee died leaving a “‘widow’’ or “‘widower’’, as defined in 
this Act. 

(f) All joint and survivor annuities heretofore and hereafter awerded shall, 
notwithstanding the provisions of law under which the election of the joint and 
survivor annuity was made, be increased to the amount that would have been 
payable had no election been made, if the spouse for whom the election was made 
predeceased the individual who mede the election; such inereased annuity shall, 
subject to the provisions of section 2 (c) of the Railroad Retirement Act of 1937, 
as amended, begin to acerue on the first of the calendar month following the 
calendar month in which the spouse died but not before the calendar month 
next following the month of enactment hereof, 

(g) All pensions due in months following the first calendar month after the 
month of enactment hereof, shall be increased by 15 per centum. 

(h) The increase in retirement annuities provided by this Act shall apply also 
to annuities heretofore awarded under the Railroad Retirement Act of 1935, and 
the term ‘‘spouse’”’ as used in this Act shall include the wife or husband of an em- 
ployee who has been awarded an annuity under [that] the Railroad Retirement Act 
of 1935. The provisions of this Act shall not apply to annuities heretofore paid 
under the Railroad Retirement Act in lump sums equal to their commuted values. 

(i) The annuity of the spouse of an employee who has been awarded an annuity 
under section 3 (b) of the Railroad Retirement Act of 1935 or under section 2 (a) 
2 (b) of the Railroad Retirement Act of 1937 prior to its amendment by Public 
Law 572, 79th Congress, shall, subject to the provisions of this Act, be one-half 
the annuity such employee would have received had the annuity been awarded 
at age sixty-five. 

[(j) All recertifications required by reason of the provisions of this Act other 
than section 10 shall be made without application therefor. Recomputations pur- 
suant to sections 9 and 10 of this Act shall be made only upon application therefor 
in such manner and form, and filed within such time as the Railroad Retirement 
Board may prescribe.] 

(j) All recertifications by the Railroad Retirement Board required by reason of the 
provisions of this Act other than section 10 shall be made without application therefor. 
Recertifications pursuant to section 10 of this Act shall be made only upon application 
therefor in such manner and form, and filed within such time as the Railroad Retire- 
ment Board may prescribe. 


AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Sec. 28. Section 1 (k) of the Railroad Unemployment Insurance Act, as amended, 
is amended by adding at the end of the first paragraph thereof the following: ‘‘Provided 
further, That any calendar day on which no remuneration is payable to or accrues to 
an employee solely because of the application to him of mileage or work restrictions 
agreed upon in schedule agreements between employers and employees or solely because 
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he is standing by for or laying over between regularly assigned trips or tours of duty 
shall not be considered either a day of unemployment or a day of sickness.” 

Sec. 29. Subsection (a-1) of section 4 of the Railroad Unemployment Insurance 
Act, as amended, is amended by striking out all of subsections (vii) and (iv) thereof. 

Sec. 30. The provisions of sections 28 and 29 of this Act shall become effective 
with respect to registration periods beginning on and after January 1, 1952. 

Amend the title so as to read: ‘‘A bill to amend the Railroad Retirement Act, 
the Railroad Retirement Tax Act, and the Railroad Unemployment Insurances 
Act, and for other purposes.”’ 





AppEeNpiIx B 


APRIL 24, 1951. 
Hon. James E. Murray, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington $6.20. Cr 

DEAR SENATOR Murray: This is the report of the Railroad Retirement Board 
on the bill (S. 1347) to amend the Railroad Retirement Act now pending before 
the Senate Committee on Labor and Public Welfare. 

The Board believes that benefits under the Railroad Retirement Act should be 
increased. Ever since the summer of 1946 when the present inflationary period 
began, the Board, the standard railway labor unions, and many Members of Con- 
gress have been seriously concerned with the inadequacy of the benefits under the 
Railroad Retirement Act to cope with the increased cost of living. The formula 
for computing retirement annuities under the act was adopted in 1937, when the 
amount of the annuity bore some reasonable relationship both to current wages 
and to the cost of living. In view of the rise both of wages and the cost of lving 
since that time, a change in the formula so as to produce higher benefits became 
imperative. Similarly, the formula for computing survivor benefits, though 
adopted by Congress in 1946, was in fact established long before the beginning of 
the present inflationary period—namely, in the spring of 1944 when the first bil: 
to provide benefits for survivors of railroad employees was introduced in Congress. 
Consequentiy, a change in this formula so as to produce higher benefits has also 
become imperative. Although the amendments made to the Railroad Retire- 
ment Act by Public Law 744, Eightieth Congress, provided a 20 percent increase 
in retirement annuities (which increase was inadequate to cope with the con- 
stantly increasing cost of living), such amendments provided no increase what- 
ever in the survivor benefits. 

The railroad retirement system is financed by a tax of 6 percent of wages up to 
$300 a month on employees and a like amount on their employers. This tax rate 
is scheduled to increase to 64% percent on each side beginning next January. The 
Board believes that the payroll tax on employees and their employers for the 
maintenance of the railroad retirement system should not now be inereased and 
that if benefits are to be increased—and the Board believes that they should be 
a method to finanee the added cost by other than increasing tax rates must be 
provided. 

The Board has examined all the bills introduced in this session of Congress to 
increase benefits under the Railroad Retirement Act on the basis of the following 
three tests: 

1. The increase in benefits must be in conformity with the high payroll 
taxes paid by railroad employees and their employers for the maintenance of 
the system; 

2. The added benefits must be financed by a method other than increasing 
tax rates; and , 

3. The added benefits and the method of financing them must be such as 
not to affect the financial soundness of the system. 

Of all the bills above mentioned, the bill S. 1347 is the only one which meets ali 
the three tests and makes many other improvements as follows: 

(1) It provides a generally well-rounded system of retirement and survivor 
benefits, which are analyzed in detail in exhibit (A) hereto attached. 

(2) It takes cognizance of the fact that the tax rates for the maintenance of the 
railroad retirement system are higher than those for the maintenance of the social 
security system and, accordingly, provides not only higher benefits than under the 
social security system, but guarantees in addition that in no case shall the benefits 
under the Railroad Retirement Act be lower than the benefits or additional benetits 
which would be pavable under the Social Security Act if service covered under the 
Railroad Retirement Act were ‘“‘employment” under the Social Security Act. 
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(3) It takes account of the growing disparity between increased wage rates and 
retirement benefits by increasing the creditable and taxable compensation from 
$300 to $400 a month. This increased monthly creditable amount will be reflected 
both in retirement and survivor benefits, and will result in additional revenue. 

(4) It meets the demand of many railroad workers for the crediting of their 
service after age 65 by providing such credit with respect to awards made after 
the date of enactment of the bill, even though such service was rendered prior (o 
such date. 

(5) It meets the demand which has often been made upon the Board by em- 
ployees who elected joint-and-survivors annuities, and whose wives predeceased 
them, to restore the annuity in such cases to the original amount. 

(6) It solves a problem which developed since the enactment of the Social 
Security Act, and is threatening to become serious. The railroad industry quite 
often offers employment to casual workers for short periods of time. These 
casual workers do not make railroading their careers, so that after working 30 or 
40 years in their lifetime, their total work in railroad industry is seldom as much 
as 10 years. The problem created by such casual workers is solved by a provision 
transferring their benefit rights to the Social Security Act, as is more fully ex- 
plained in exhibit (A). 

(7) It utilizes the savings to the old-age and survivors insurance trust fund, 
resulting from the existence of the separate railroad retirement system, as is 
explained in exhibits (A) and (B), to assist meeting the cost of the increase in 
benefits. 

Attached hereto and made part hereof are exhibits (A) and (B). Exhibit (A) 
is an analysis of the bill 8S. 1347 both in general terms and in detail and exhibit (B) 
is a statement of the cost of the bill S. 1347. 

It appears from exhibit (B) that there is a difference of about 14 percent be- 
tween the total tax rate and the estimated actuarial level cost of the system as 
it would be amended by the bill. But in the Board’s opinion this does not require 
an increase in the tax rate to maintain the system on a financially sound basis. 
The railroad retirement system was in a similar position in 1946. During the 
hearings on the bill which was later enacted as Public Law 744, Eightieth Congress, 
it was shown that the increase in retirement annuities then proposed would result 
in a total cost of a little over 1 percent above the established tax rate. Then, as 
now, the Board concluded that the enactment of the 1948 amendments would not 
impair the financial soundness of the railroad retirement system. Congress was 
of the same opinion, and the 1948 bill was enacted. Within a very short time 
thereafter, both the Board and the Congress were vindicated. The latest actuarial 
valuation of the railroad retirement system showed it to be financially sound. 

The Board, therefore, approves and urges the speedy enactment of the bill 
S. 1347. A separate statement by one member of the Board will follow. 

Due to the urgent request of your committee, time has not permitted submission 
of this report to the Bureau of the Budget. When we have received the comments 
of that Bureau, we shell forward them to you. 

Respectfully submitted. 

WiniuiaM J. KENNEpDyY, Chairman, 

Attachments (A) and (B). 


SEPARATE STATEMENT OF F, C, Squire, MEMBER, RAILROAD RETIREMENT BoARD 


I cannot concur with the majority of the Board in favoring 8. 1347 in its present 
form. 

I do agree in principle with the apparent intent of the bill to provide for a 
measure of coordination between the railroad retirement system and the social 
security system, and to use the resulting savings to liberalize the benefits to 
railroad workers. I have advocated for several years that some such general step 
should be taken in order to decrease the cost to the railroad retirement system of 
the benefits provided for in the Railroad Retirement Act. The resulting savings 
that would thus afford additional financing would probably be in the neighborhood 
of $100,000,000 a year on a level basis. 

I oppose the bill because I think it goes much too far in its liberalization of 
benefits and will put the railroad retirement system in a position of unsoundness. 
The increases in benefits for which the bill provides would add about $180,000,000 
a year to the cost of the system, or about $80,000,000 in excess of the savings that 
would result from the proposed coordination if actually made effective. Since 
the system is now just about im balance, this would mean that we would be 
incurring a deficit of about $80,000,000 a year immediately the bill became 
effective. 
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I regard the bill as objectionable also because of its failure to provide definitely 
for such coordination with social security as may be intended. While it provides 
definitely for the increased costs of $180,000,000, it leaves to mere inference the 
intent that the railroad retirement system will receive anything from social se- 
curity. Clearly that is something which should be made certain and not left 
to mere inference. 

I oppose the bill with respect to the manner of effeeting coordination with 


social security. In my opinion the coordination should be brought about in 
some such way as was contemplated with respect to survivor benfiets in the 1946 
amendments to the Railroad Retirement Act. This would eliminate the present 
inequity of dual benefits and discrimination against the man who spends his 


entire life in the raliroad industry as compared with one who shifts back and 
forth from one system to the other and is qualified for retirement annuities 
under both. Only in this manner can the maximum saving (about $25,000,000 
& year more than is possible under the bill) to the railroad retirement fund be 
accomplished by reason of the lower cost of the social security system, and max- 
imum benefits accordingly be provided to railroad employees within the present 
tax rate. 

The only money available for the railroad retirement system is the amount 
now in the fund plus future taxes and plus the savings to be obtained from e 
ordination with social security. I differ from the bill in that I would not spend 


so much of the available total on survivors. The bill proposes increasing sur- 
vivor benefits by amounts that average over 80 percent In my opinion this is 
much more than is justified. Furthermore, most of the demand has been for 


increasing employee annuities. I would give survivors exactly the same benefits 
2s social security. As the result of the recent liberalizing of the Social mecurity 
Act, this would mean an increase of over 40 percent over our present Raijroad 


Retirement Act benefits for survivors. Moreover, the survivor benefits I sug- 


gest could be administered much more simply that those provided in the bill 
and the revisions in the present law would be simpler and more straightforward. 

The following are some specifie comments I wish to make on S. 1347: 

1. Last regular actuarial valuation.—It should be borne in mind that the last 
regular triennial actuarial valuation showed that on a level basis the cost of th 
benefits provided by the present law exceeds the taxes provided by the present 
law by 0.3 percent of payroll, or about $15,000,000 per vear. While this was 


as of December 31, 1947, the calculations were completed late enough so that 


they took into account the 20 percent increase in retirement annuities and the 
restoration of residual payments provided for in the 1946 amendments to the 
Railroad Retirement Act, and also took into account wage levels approximately 
equal to those of 1949. 

2. Actuarial estimates should be checked by the Actuarial Advisory Committee. 
The law makes it the duty of the Board to have the Actuarial Advisory Committees 
examine and report upon actuarial reports and estimates made by the Board. 
The Board does call upon the committee in connection with the routine triennial 
valuations. Now, when amendments are proposed by 5S. 1347 that will increase 
cost by more than $180 million a vear, it is vastly more important that the jud 
ment and advice of the independent actuaries of the committee be obtained. 

S. The unfunde d accrued liabilit / of the rail oad relirement sustem url he incre ased 
by above $1,600 million by S. 1347.—lIn its reports upon the last two routine valua- 
tions, the Actuarial Advisory Committee criticized the continued increases in 
the unfunded liability and warned against further inereases unless provision is 
made to amortize the liability. The trend of the unfunded accrued liability is 
shown below: 


oO 


Dee. 31, 1938 83, 389, 095, 264 
Dee. 31, 1941 3, 619, 000, 000 
Dee. 31, 1944 t, 331, 020, 000 
Dee. 31, 1947 (includes effect of 1946 and 1948 amendments 7, 382. 600, 000 
Dec. 31, 1950, including effect of S. 1347 9 000, 000. 000 


Under S. 1347 there will be no excess of taxes over benefits to permit amortiza- 
tion. On the contrary, the taxes will be inadequate to meet the costs on a level 
basis, so that the unfunded liability will be constantly increasing. 

The existing unfunded liability of about $7,380,000, which would be increased 
upon enactment of this bill to about $9,100,000,000, constitutes a burden upon the 
younger employees of today and all future employees over and above what they 
would have to pay if they had to meet the expense of only their own insurance. 
Il am opposed to saddling upon these present younger employees and upon future 
employees any more burden than is necessary. 
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Many people think the $2,300,000,000 balance now in the railroad retirement 
account warrants increasing benefits. They overlook the unfunded liability 
mentioned above. Compared with either receipts or disbursements, the reserve 
fund of the railroad retirement system is lower than that of social security, civil 
service retirement, Canal Zone, or Alaska Railroad. 

4. Cost of benefits proposed in S. 1347 wilt exceed by $80,000,000 per year the in- 
come from taxes plus transfers of funds hoped for from social security on a level basis.— 
Even according to the not very conservative estimaets of our actuaries, the level 
cost of the bill would be 14.13 percent of the taxable payrolls, as compared with 
income from taxes of 12.5 percent. The deficiency when expressed in percentage 
may not sound great—it is only a little over 144 percent—but it means a shortage 
of about $80,000,000 per vear. Therefore, the system would be financially un- 
sound, even disregarding the failure to provide any allowances for amortization of 
the growing unfunded liability. For some years to come, the people who will 
benefit from the liberalizations proposed in S$. 1347 are those already on the an- 
nuity rolls and those who will retire within the next few years. If it were the tax 
money that they have paid (and the matching amount that has been paid by the 
railroads) that would be paid out or risked for these liberalizations, that would 
be all right. But it is the money of the employees who are not going to retire for 
many years yet that would have to be used to pay extra benefits to the older ones 
who have already retired or are now nearing retirement. 

5. The estimate of cost of 14.13 percent of payroll is not conservative.—(a) The 
estimate is based on retirement rates that contemplate that the full-age annuitants 
will retire at ages averaging about 67%. That is all right for the present because 
those retiring today do so at ages averaging about 67%. But these estimates 
necessarily take into account the distant future. Our law permits full annuities 
at age 65. More and more railroads are requiring their employees not under labor 
agreements to retire at 65. If the average age of those retiring should drop only 
from the present 67% to 66, it would increase the cost of the system about $25,- 
000,000 a year over the present estimate. No allowance has been made for such 
a possibility. 

(b) The mortality rates used in the estimate of cost are based on our experience 
in the last several vears and that would be all right as long as that experience con- 
tinues. But, unlike a life insurance system which benefits financially as longevity 
increases, an annuity insurance system loses financially. If the railroad age 
annuitants should commence to live 1 or 2 years longer, the increased cost to the 
railroad retirement system would be several tens of millions of dollars a vear. 
That would be offset in part by a saving in a lesser number of disabilities that would 
probably come from the same improvement in health and medical eare. Never- 
theless, there is the possibility of substantial increases in cost in this respect, for 
which no allowance is contained in the estimate of cost. 

(c) The estimated cost of 14.13 percent is based on the assumption that payrolls 
in the future will average $5,200,000,000. This estimate assumes some years 
henee a reduction of about 10 percent in the number of railroad employees. 
While I hope that it may turn out to be no worse than that, I think it by no 
means conservative to rely on such a future. In the last 25 years there has been 
a reduction of about 25 percent in number of railroad employees. The estimate 
of cost does not allow for a reduction consistent with past experience. 

(d) Amounts aggregating about 1.50 percent of payroll (or $75,000,000 per 
year) have been deducted in arriving at the level cost estimate of 14.13 as estimates 
of the savings in benefit payments principally by reason of the $50 a month work 
clause. I do not question the potential savings but I feel that the estimated actual 
saving is too optimistic. Recipients of benefits will not always report the receipt 
of earnings of $50 or more in a month, because of ignorance of the law, inadvert- 
ence, carelessness, or other reasons and there is no penalty imposed for failure to 
make such report. Therefore, the Board must make such investigations as are 
practical. There are 350,000 adults receiving monthly annuity checks from us. 
Our principal check would be to obtain periodic reports of earnings from social 
security. By the time we thus learned that an annuitant had also been earning 
over $50 per month, 6 months to a year would have elapsed and he would have 
received, say, $500 to $1,000 in annuities to which he was not entitled and which 
the Board has the discretion to recover or not recover. The man is old, and if 
apparently not too literate and he pleads ignorance and no other income, it is 
rather difficult to recover the $500 to $1,000 by withholding from his future an- 
nuities. In my judgment the $75,000,000 is too high an estimate of savings. 

6. Does the higher earning employee really want his maximum creditable and 
taxable compensation per month raised from $300 to $400?—Presumably, the in- 








AMENDING THE RAILROAD RETIREMENT ACT OF 1937 59 


crease from $300 to $400 in the maximum creditable and taxable compensation 
serves a dual purpose: (1) To increase the annuities of employees earning over 
$300, and (2) to provide some additional funds for distribution to those in lower 
hrackets. 

It is not my purpose to discuss the advisability of increasing the tax load on 
employers, but it is of interest to point out what the employee would have to pay 
and what he might receive from such payment. 

Take the case of an employee now earning over $400 per month who will 
retire 2 years after the effective date of S. 1347. The change to $400 maximum will 
make him pay $6.25 more taxes per month during those 2 years, or $150. In 
return his monthly annuity will be increased $2.80, assuming he has 30 years of 
service. If he dies at the end of the 2 years, his widow’s monthly annuity after 
she is 65 would be increased by $1.18, assuming that he has had continuous 
service since 1936. 

Take the case of an employee now earning over $400 who will retire 10 vears 
after the effective date of S. 1347. The change to $400 maximum would cost 
him $6.25 per month during the remaining 10 years that he will work. In return 
his monthly annuity when he retires 10 years hence would be $14 greater. If he 
dies at the end of the 10 years, the monthly annuity for his wife after age 65 
would be $4 greater. 

Under the present law and also under 8S. 1347 employees whose “‘average com- 
pensation,’ as defined in the act, is over $150 per month, receive proportionately 
less benefits compared with their taxes than do those whose earnings have been 
less. Attempting to increase their annuities by adding another bracket, $300 
to $400, simply incres uses the discrimination that already exists against them by 
reason of the ‘bent’ ’ annuity formula. A very small ‘‘unbending”’ of the ‘“‘bent’’ 
formula by increasing the annuity factor for the bracket over $150 by only 0.1 
percent would increase monthly annuities by amounts varying up to $4.50 (or 
more when more than 30 years may be counted) without requiring employees to 
pay additional taxes. Total cost of the 0.1 percent increase in - upper bracket 
would be about 0.2 percent of payroll or $10,000,000 per year but would help 
decrease the existing discrimination against the higher aan employees who 
have been getting and are getting decidedly the short end considering the taxes 
they pay. In my opinion this change should be made and offset by reductions 
in some of the overly liberal survivor allowances in the bill. 

?. Proposal to include wages and service after 65 in the computation of annutties 
would increase the cost of the railroad retirement system by $10,000,000 per 
year. Under the present law credits stop at age 65 but taxes continue if a man 
continues working. Many have complained that the present law is unjust in 
this respect, but this feeling comes from only superficial consideration. 

I believe it comes in part, at least, from the fallacious thinking that railroad 


employees when they retire today have paid for what they get. (In the amount 
paid I include not only the retirement tax deducted from the employees’ pay 
checks but also the matching amounts paid by the railroads.) The fact is that 


most of those retiring today and in the near future will have paid for only part 
of what they get. This is because most of them draw benefits based in substantial 
part on service before taxes commenced in 1937 and also because for many years 
their tax payments were inadequate for the schedule of benefits which the law 
now gives them after the 1946 and 1948 amendments. 

Such benefits are partly at the expense of the younger employees and future 
employees in that they will have to pay higher taxes or get less pensions than they 
otherwise would. Hence, it seems to me that it would be unjust to the present 
younger employees and to future employees to grant now the desire for credits 
after age 65. 

Fifteen or twenty years from now, when the majority of those then retiring 
will have paid taxes for all their creditable years, it may well be that justice would 
dictate that they should then be credited with service after 65. 

Attached are a few illustrations of men retired in December 1950 at ages over 
65. Comparison of columns 6 and 8 indicates that those retiring now are already 
getting several times what they have paid for, and that the same is true if the 
amount shown in column 6 is doubled so as to include also the tax paid by the 
railroads. The amount by which the benefits exceed the taxes, except for interest, 
must be provided at the expense of the present younger and future employees. 
Column 9 plus column 10 show the increases provided in 8. 1347 over and above the 
present annuities shown in column 7. The part shown in column 10 is what would 
be added by crediting wages and service after 65 in accordance with the provision 
in the bill to which I object. 
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8. S. 1347 relaxes a number of controls that are in the present law for the purpose 
of preventing payment of improper claims 

1) The present requirement that to be eligible a parent must have been ‘‘wholly 
dependent” is changed to ‘‘one-half his support,’’ and the requirement that he 
file proof of dependency within 2 vears after the death of the employee is elim- 
nete 1 This could permit filing claims 1O or 15 vears later when the che eking of 
the claim of dependency might be impossible. 

2) Under the present law a widower is not eligible for a survivor’s annuity. 
S. 1347 would make the widower eligible when he reaches age 65 if at the time of his 
emplovee wife’s death or retirement he was receiving one-half his support from 
her. She might have died or retired many years earlier and at that time he might 
have been only temporarily partially dependent upon her. Furthermore, there 
is no time limit within which claim need be made so that the Board could check 
the claim as to dependency. Nor do I see any provision to protect against cases 
where the claimant was only temporarily dependent upon his wife at the time of 
her death or retirement. 

The Social Security Amendments of 1950 made widowers eligible and pre- 
sumably 8. 13847 wishes to be as liberal. But S. 1347 is more liberal in three 
respects than social security: (a) It does not require proof of dependency within 


pect 
2 vears, (6) it requires only ‘‘completely insured”’ instead of both ‘‘completely 
insured” and “partly insured,’’ and (c) it does not require that death take place 
after August 1950, 


Similar remarks to those made in (2) apply with regard to a husband’s 


), Dual benefits are not eliminated by 8S. 1347, although they would be reduced 
for some vears to come by the provision for reducing the allowable prior service in 


ich cases. Later, however, this discrimination in favor of the part-time railroad 
employee as against the man who has spent his entire working life in railroad 
service will again come into full play. Aside from curing this discrimination, 


climination of dual benefits would save about $25,000,000 per vear on a level basis 
for the benefit of those justly entitled to something. Dual benefits can be entirely 
eliminated only by coordinating the emplovee’s annuities with social security, as 
Was done as to survivors’ annuities when they were introduced in the 1946 amend 
ments, and only in that way can this possible saving of $25,000,000 be accom- 
plished and the discrimination against the full-time railroad worker ended. 

10. Other unjustified liberalizations. 1) Under the present law an annuity 
can be made retroactive for not more than 60 days prior to application therefor, 
The bill proposes to lengthen the retroactive period to 6 months. This change 
was made to keep up with similar liberalization made in social security by the 
amendments of 1950 However, the railroad retirement system covers disability, 
and I think it improper to ask the Board to determine disability as of 6 months 
before the Board is notified and given opportunity to have the claimant examined. 

2) S. 1347 provides that an employee annuity that has been reduced because 
the employee made a joint-and-survivor election shall be increased if the wife 
predeceases the emplovee-annuitant. Following the 1946 amendments joint-and- 
survivor elections were canceled unless specifically confirmed. What the bill 
proposes would be equivalent to letting those who at that time confirmed their 
election eat their cake and have it too. It also would be unfair to future members 
of the railroad retirement system who must suffer the expense. 

\s stated at the beginning, I am not in disagreement with the ultimate objective 
of the bill—namely, to bring about greater coordination between the railroad 
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retirement system and the social-security retirement system and to utilize the 
resulting savings to the former system in liberalizing railroad-retirement benefits. 
My principal objection goes (1) to the failure of the bill to make definite provision 
for the intended coordination between the two systems, (2) to the manner and 
extent to which it apparently contemplates that the coordination shall be effected, 
and (3) to the increases in benefits which are much greater than finances that will 
be available. 
F. C. Squire, Board Member. 


ExutiBir (A 


ANALYSIS OF S§S,. 1347 

A, General discussion 

The bill 8. 1347 increases retirement annuities by 13.8 percent on the average; 
minimum retirement annuities by 14 percent when based on years of service and 
by 13.4 percent when based on a flat amount; and retirement pensions by 15 per- 
cent. The bill provides credit for service after age 65 in all future awards, re- 
gardiess of when such service was rendered; increases the maximum creditable 
and taxable compensation (with respect to compensation paid after December 31, 
1951) from $300 to $400 a month, for both retirement and survivor benefits; and 
provides an annuity for a spouse of an employee equal to one-half of the em- 
ployee’s annuity or pension, up to $50 a month, but only when the employee and 
his spouse are both age 65 or if, when the spouse is a wife under age 65, she has 
in her care the emplovee’s child under the age of 18 

Eligibility for all benefits under the act (other than the residual lump-sum 
guaranty), whether to the emplovee or to those deriving from him, is conditioned 
by the bill upon the emplovee’s having completed 10 vears of service (including 
service before 1937). Upon the retirement or death of an employee who com- 
pleted less than 10 vears of service, benefits to him, to those deriving from him 
during his lifetime, and to his survivors, will be payable under the Social Security 


Act. For such cases, and for the purposes of the work clause in the Social Se- 
curity Act for all cases, ‘““emplovee’’ service will be deemed ‘‘employment’’ under 
that act. In the adjustments that will be made between the railroad retirement 


and the social security systems the latter will be allowed compensation for the 
employer and employee taxes it would have received in such cases if such service 
had been “‘employment”’ for tax purposes. Such emplovees will retain the bene- 
fit of the residual lump-sum guaranty in case the total of the benefits paid in such 
cases under the Social-Security Act is less than the taxes which the employee paid 
(plus an amount in lieu of interest) under the Railroad Retirement Tax Act. 

The adjustment between the two systems, mentioned in the preceding para- 


graph, is not exclusively related to the transfer to the social security system of 


persons who have completed less than 10 years of service. Rather it is an over-all 
adjustment to compensate the railroad retirement system for the savings it 
affords to the social security system from the separate existence of the former. 
The recoupment of these savings contributes to making it possible to increase 
benefits as provided in the bill without affecting the financial soundness of t! 

railroad retirement system. The bill, in substance, declares it to be the congres- 
sional policy that the social security system shall neither profit nor lose from the 
existence of the separate railroad retirement system. Because the railroad 


retirement system covers an older group and a group which is in other respects a 
higher-cost segment of the national working population, it has achieved savings to 
the social security system by removing that higher-cost segment from the coverage 
of that system. The bill utilizes these savings for increasing benefits under the 
railroad retirement system without increasing the tax rates for the maintenance 
thereof. 

Under the present law, a retired employee cannot work in the railroad industry, 
or for the person by whom he was last employed before his annuity began, without 
giving up his annuity for the months he so works. Under the bill, he will also 
have to give up his annuity for any month in which he earns more than $50 in 
work covered by the Social Security Act, except that this provision will not apply 
to a disability annuitant before he attains age 65. Until that age, an individual in 
receipt of a disability annuity may earn up to $100 a month in work covered by 
the Social Security Act. The $50 restriction will not apply to work in whieh an 
annuitant is permissibly engaged before the amendment; that is, work which 
before the amendment did not result in forfeiting his annuity. Service before 
1937 will continue to be credited as under the present law except that an annuitant 
cannot get both a benefit based on such service and an old-age benefit under the 
Social Security Act. He will have to give up the lesser of the two, because the 
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social security formula is so weighted as in effect to allow credit for service be- 
fore 1937. 

The bill makes substantial increases in survivor benefits, includes among the 
survivor beneficiaries a widower, and a former wife divorced if she has in her care a 
child of the employee under age 18; and simplifies the procedure for calculating : 
survivor’s insurance annuity by fixing it as an amount equal to 40 percent of the 
first $100 of the employee’s average monthly remuneration and 10 percent of such 
remuneration up to $300 a month if such average includes social security wages or 
up to $400 if it does not, plus $1 for each year of “employee” service after 1936. 
A year of service is, as defined, 12 months of ‘‘employee”’ service, whether or not 
consecutive, except that the ultimate fraction of 6 or more months of service of an 
employee who has completed 126 months of service will count as 1 year. The 
survivor’s insurance annuity amount will be the same for a widow, widower, 
child, or parent, except that if there is more than one child entitled to a survivor’s 
insurance annuity, each child will receive only two-thirds of such annuity and 
one-third thereof will be divided among all such children in equal shares. 

Under the present law, if upon the death of an insured employee there is no 
one immediately entitled to monthly survivor benefits, there is payable an insur- 
ance lump sum equal to eight times “the employee’s basic amount”’ to the sur- 
vivors of such employee. The bill changes that amount to 12 times the survivor’s 
insurance annuity in such cases and, in addition, provides for the payment of an 
amount equal to 4 times the survivor’s insurance annuity even in cases where the 
employee leaves survivors entitled to monthly survivor benefits immediately 
upon his death. 

If there should be some eases in which the benefits under the Railroad Retire- 
ment Act would be less than the amount, or the additional amount, which would 
be payable under the Social Security Act if the employee’s service were ‘‘employ- 
ment’? under the Social Security Act, the benefits under the Railroad Retirement 
Act would be increased to such amount or to such additional amount. 


B. Detailed discussion 

The conditioning of eligibility for benefits under the Railroad Retirement Act 
upon completion by the employee of not less than 10 years of creditable service is 
first shown by section 1 of the bill which amends section 1 (f) of the Railroad 
Retirement Act. Under this amendment, the ultimate fraction of six or more 
months can be counted as 1 year of service only if the individual has completed 
126 months of service. Section 2 of the bill makes this condition a specific 
requirement for eligibility and, because of this, eliminates, as superfluous, the 
10-vears-of-service requirement (in the first sentence of par. 5 of sec. 2 (a) of the 
Railroad Retirement Act) for a disability annuity. The same condition appears 
in section 24 (d) and (e) of the bill which require the completion of 10 years of 
service for an insured status under the Railroad Retirement Act for the purpose 
of survivor benefits. 

The bill changes the present work clause in the Railroad Retirement Act. 
With respect to disability annuitants, the present law conclusively presumes 
recovery from disability if the annuitant, though still physically disabled, earns 
more than $75 in each of six consecutive calendar months. In such cases the 
annuity ceases, and when the annuitant’s earnings drop to the permissible amount 
his annuity is not restored automatically as in the case of a straight work clause; 
he has to apply for a new annuity and again establish disability. These com- 
plications are avoided by sections 2, 4, and the new subsection (e) provided in 
section 5 of the bill. Section 2 eliminates the $75 provision referred to earlier, 
section 4 provides that an individual in receipt of a disability annuity before age 
65 will not ferfeit his annuity for any month in which he earns no more than $100 
in employment covered by the Social Security Act (but he will lose the annuity 
for any month in which he works for an employer under the act or for the last 
person by whom he was employed before his annuity began regardless of the 
amount earned), and the new subsection (e) provided by section 5 of the bill 
defines what was referred to earlier as ‘“employment covered by the Social Security 
Act.”” Upon attainment of age 65, a disability annuitant, the same as all other 
individuals in receipt of annuities under the act, will be subject to a $50 work 
clause similar to that contained in the Social Security Act. Section 27 (e) of the 
bill, however, contains an exception which makes the new $50 work clause inap- 
plicable to work in which an annuitant is now engaged if it is the kind which 
does not now result in his forfeiting the annuity. The reason for this exception 
is that many annuitants now on the rolls may have decided to retire when they 
did relying on the provisions of the present law permitting them to engage in 
employment other than for an employer under the act or for the last person by 
whom they were employed before their annuities began. Accordingly, an appli- 
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cant for a retirement annuity had reason to assume that he would have a source 
of income in addition to the annuity, and he may have made plans for his old 
age on this basis. 

Section 3 of the bill amends section 2 (e) of the act to permit a retirement 
annuity to begin to accrue 6 months prior to the date on which the application 
is filed, assuming, of course, that the applicant is otherwise eligible. There are 
two reasons for this change. Experience has shown that in many cases em- 
ployees have failed to file their applications for as long as 6 months or more after 
they had ceased compensated service. The other is that section 9 of the bill 
provides an over-all minimum; that is, if the amount of an employee’s annuity 
is less than he would receive as an old-age insurance benefit under the Social 
Security Act if his ‘‘employee”’ service were “employment,”’ his annuity is to be 
increased to the greater amount. Under the Social Security Act, however, an 
old-age insurance benefit may begin as early as on the first day of the sixth month 
preceding the month in which the application is filed. Consequently, in a case 
in which an employee fails to file his application under the Raiiroad Retirement 
Act for six or more months after he has ceased all compensated service, the 
problemewould have arisen as to whether the employee who, under the Social 
Security Act, would have received old-age insurance benefits for 6 months prior 
to the month in which the application is filed should be paid annuities under the 
Railroad Retirement Act for such months even though under the Railroad Retire- 
ment Act his annuity could not begin earlier than 2 months before the day on 
which his application was filed. The amendment made by section 3, therefore, 
which makes possible the beginning of the annuity as early as 6 months before 
the date on which the application is filed, eliminates this problem. 

It should be noted, however, that 6 months before the date on which the 
application is filed could be a day after the first of the month; and in such case 
the problem would still exist with respect to the first month in which the annuity 
begins to accrue. The sponsors of the bill did not wish to depart from the long- 
established principle under the Railroad Retirement Act that an employee’s 
annuity may begin to accrue on the day following the last day of his compen- 
sated service. To avoid the administrative problem of applying the over-all 
minimum formula to the annuity which begins to accrue on other than the first 
of the month, the proviso in section 9 of the bill limits the application of the 
over-all minimum to benefits accruing for an “entire month.’’ The effect of the 
phrase “entire month’’ is that even if the employee is entitled to an annuity for 
an entire month but his spouse’s annuity begins on a day after the first of the 
same month, the over-all minimum will not apply with respect to such month. 

Section 5 of the bill adds to section 2 of the act four new subsections. The 
first, the new subsection (e), was discussed earlier. The new subsections (f), 
(g), and (h) provide an annuity for the spouse of an employee equal to one-half 
the employee’s annuity, but not in excess of $50 per month. The first proviso 
of the new subsection (f) avoids an inequity which would occur if the spouse’s 
annuity were one-half of an annuity that has been reduced by reason of retire- 
ment before age 65. The employee in such case has already paid for the earlier 
beginning of his annuity by accepting a reduced annuity under section 2 (a) 3 
of the Railroad Retirement Act. Consequently, if the spouse’s annuity were 
one-half of the reduced annuity, the employee would be paying twice for the 
privilege of having his annuity begin between age 60 and 65. The phrase ‘‘or 
recomputed,”’ in the first proviso, has special significance. It is provided in 
section 7 of the bill that if an annuitant at any time becomes entitled to an 
old-age insurance benefit under the Social Security Act, his annuity shall be 
reduced in such manner as to be based only on service and compensation after 
1936; but if such a reduction in the annuity would be by an amount greater than 
his old-age insurance benefit his annuity shall be reduced by the smaller amount; 
that is, by the amount of the old-age insurance benefit. In a case in which an 
individual was awarded a reduced annuity under section 2 (a) 3 and is not en- 
titled to an old-age insurance benefit under the Social Security Act when he 
attains age 65, his wife’s annuity when she attains age 65 will be one-half of the 
amount to which he would have been entitled had his annuity been awarded to 
him when he attained age 65. If, sometime later, he does become entitled to 
an old-age insurance benefit, his annuity will then be recomputed in accordance 
with the proviso in section 7 of the bill and his wife’s annuity will likewise be 
recomputed to be one-half of the smaller annuity. To compensate the wife for 
this reduction, however, the second proviso of the new subsection (f) permits 
her to retain also the wife’s benefit under the Social Security Act, which is one- 
half of her husband’s old-age insurance benefit. 
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The second proviso in the new subsection (f) also makes certain that in the 
event the wife’s benefit is lost under the Social Security Act because she is entitled 
under that act to another monthly benefit in excess of the wife’s benefit, the reduc- 
tion in the wife’s benefit under the Railroad Retirement Act will be such as to 
permit her to retain an amount equal to the full wife’s benefit under the Social 
Security Act. This proviso will be applied as follows: If the wife’s benefit under 
that act is, say, $30, which is lost to her because she is also entitled to a parent’s 
benefit under that act in the amount of $40, the reduction in the wife’s benefit 
under the Railroad Retirement Act. will be only by the excess of the parent’s 
benefit over the wife’s benefit, which is $10; if instead of being entitled to a 
parent’s benefit of $40 in the same example, she should become entitled to an 
old-age insurance benefit of $20 by reason of which a wife’s benefit is reduced 
to $10, the reduction under the Railroad Retirement Act will be zero since the 
excess of the old-age insurance benefit over the wife’s benefit is zero. 

The new subsection (g) defines ‘‘spouse’”’ in terms which ordinarily would 
require that the spouse be married to the employee for a period of not less than 
3 years immediately preceding the day on which the application for the spouse’s 
annuity is filed. Where this requirement applies, if the employee’e and the 
spouse’s applications should be filed when they are both 65% years of age, after 
exactly 3 vears of marriage, the employee’s annuity could begin 6 months earlier 
(assuming he was otherwise eligible) but not the spouse’s annuity because 6 
months before the application was filed she had been married to the employee 
only 244 vears. However, if the spouse is the parent of the employee’s son or 
daughter the period of marriage to the employee is not material. 

In addition to marriage for at least 3 years or parentage of the employee’s 
son or daughter, the spouse must be a member of the same household as the 
employee or be receiving regular contributions toward support from the employee 
or the employee must have been ordered by a court to contribute to the spouse’s 
support. If the spouse is the husband of the employee he must have been re- 
ceiving at least one-half of his support from his wife at the time her annuity or 
pension began. 

The term ‘‘spouse’”’ is defined in the same terms as husband and wife, respec- 
tively, under the Social Security Act, except that under the Railroad Retirement 
Act the husband is not required to file proof of support within any specific period 
of time. Under the Railroad Retirement Act it is possible for a woman employee 
to become eligible for an annuity at age 60. At that time her husband, even if 
he already were 65, would not be entitled to a husband’s annuity until his wife 
had attained age 65. He would probably not think of filing proof until 5 years 
later when the 2-vear period prescribed in the Social Security Act for filing proof 
of support would have passed and his right to an annuity would be forfeited solely 
on technical grounds. Therefore, since the filing of proof of support is merely 
evidence of dependence, it is deemed sufficient to submit such evidence whenever 
it will serve a purpose. That conclusion having been reached, serious doubt 
arises whether the requirement of the present law that a parent file proof of sup- 
port within 2 vears of the death of the employee is justified. Section 24 (a) (3) 
of the bill eliminates that requirement. There is no prohibition, however, against 
filing proof of support whenever the husband or parent wishes to do so. 

By providing for the spouse’s annuity in section 2 of the act, the application 
for the spouse’s annuity will be subject to the same conditions as applications 
for other annuities under that section. The spouse, like the employee, will have 
to cease service for an employer and for the last person by whom the spouse was 
employed before the spouse’s annuity began, as provided in section 2 (a), and 
relinquish rights to return to service as provided in section 2 (b). The spouse’s 
annuity beginning date will be subject to the provisions of section 2 (e); and the 
new subsection (h) of section 2, provided in section 5 of the bill, makes the spouse’s 
annuity subject to the same work-clause provisions in section 2 (d) as the annui- 
tant’s, and, in addition, a spouse’s annuity will not be payable in any month in 
which the emplovee from whom the spouse’s annuity is derived losses the annuity 
by reason of such provisions. 

\ spouse’s annuity will terminate, in effect, under the same conditions as a 
spouse’s annuity would terminate under the Social Security Act; and the term 
“absolutely divorced” in the new subsection (h) is intended to have the same 
meaning as the term “divorced a vinculo matrimonii” in section 202 (b) and (c) 
of the Social Security Act. 

Section 6 of the bill changes the percentages of average monthly compensation 
to be multiplied by the vears of service in the formula for determining the 
annuity, producing an increase in the amount by 13.8 percent, on the average. 
At present these percentages applied to the average montly compensation are 
2.4 percent of the first $50, 1.8 percent of the next $100, and 1.2 percent of the 
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balance. The bill substitutes for these percentages 2.8, 2.0, and 1.4 percent, 
respectively. For a $50 monthly compensation, the increase will be 16.7 per- 
cent; for $100, 14.3 percent; for $150, 13.3 percent; for $200, 13.9 percent; for 
$250, 14.3 percent; for $300, 14.6 percent; for $350, 14.8 percent; and for $400, 
15 percent. The phrase ‘‘remainder of his monthly compensation” is limited by 
section 8 of the bill to $300 a month with respect to compensation paid through 
December 31, 1951, and to $400 a month with respect to compensation paid 
thereafter. 

Section 7 of the bill, by striking out paragraph 4 of section 3 (b) of the act, 
makes possible the inclusion of all service after age 65, subject to the maximum 
of 30 vears as provided in paragraph (1) of section 3 (b) of the act. In addition 
to this amendment, section 7 provides against duplication of credit for prior 
service. The amended Social Security Act is so weighted as, in effect, to give 
credit for service before 1937. In view of this, and since employees who now 
receive credit for service before 1937 have not paid any taxes with respect to 
such service, the sponsors of the bill deemed it appropriate to continue to give 
credit under the Railroad Retirement Act for prior service, but only if the 
employee does not also receive an old-age benefit under the Social Security Act. 
Consequently, whenever an annuitant is or becomes entitled to an old-age insur- 
ance benefit under the Social Security Act, his annuity will be so computed or 
recomputed as to base it entirely on service and compensation after 1936, except 
that the employee will be assumed to have met whatever service and other 
requirements were necessary in the computation of the original annuity. Thus, 
if the original annuity was a reduced-age annuity, the annuity based on service 
and compensation after 1936 will be computed as a reduced-age annuity even 
though the employee has less than 30 vears of service after 1936. If, however, 
the amount of his old-age insurance benefit, either as originally computed or as 
later recomputed upon his application therefor, is less than the amount by which 
his annuity would be reduced as above stated, the reduction will be by the smaller 
of the two amounts. In the case of a pensioner, of course, the reduction will be 
only by the amount of his old-age insurance benefit since his pension is based 
on prior service only. The reduction in the annuity of a spouse of such an 
employee will be by an amount which would result in the spouse receiving one- 
half the annuity or pension the employee is receiving after such reduction. 

Section 8 of the bill increases the creditable monthly compensation from $300 
to $400 a month beginning with compensation paid after December 31, 1951. 

Section 9 eliminates the requirement of 5 vears of service as a qualification for 
the minimum (since the bill now requires 10 years of service for eligibility), and 
increases the minimum annuity from $3.60 to $4.10 for each year of service, 
making $41 the lowest possible minimum unless the monthly compensation is 
less than $41 which is unlikely for an employee with as much as 10 years of rail- 
road service. Where the minimum is based on a flat amount, the increase is from 
$60 to $68. The proviso in section 9 of the bill is in essence a guaranty that in no 
case will a benefit under the Railroad Retirement Act to an employee and to those 
deriving from him be less than the amount or the additional amount which 
would be payable under the Social Security Act if the individual’s service as an 
employee after 1936 under the Railroad Retirement Act were ‘‘employment”’ 
under the Social Security Act. To illustrate, if the total annuities to the employee 
and his spouse is $100 and if the emplovee’s service were “employment” the total 
of monthly benefits to the employee and his spouse under the Social Security Act 
would be $90, and if such employee and his spouse have a child under the age of 18 
so that the monthly benefits to all three under the Social Security Act would be 
$110, the aunnities of the employee and spouse would be increased proportionately 
to a total of $110. The same guaranty applies to annuities of survivors of an 
employee; so that if the total of survivor annuities under the Railroad Retire- 
ment Act is less than would be the total of monthly benefits to such survivors if 
the employee’s service were ‘“‘employment’’ under the Social Security Act, such 
total of annuities would be increased proportionately to such greater total. 

In the application of this proviso a number of problems had to be taken into 
account. Thus, an annuity under the Railroad Retirement Act may begin on some 
day during the month while a benefit under the Social Security Act always begins 
only on the first day of the month. In order to avoid the administrative problem 
of applying this over-all minimum guaranty to a part of a month, the proviso is 
made applicable to “any entire month.”’ That this will also apply to a case in 
which the spouse’s annuity begins on some day during the month has already been 
shown earlier. 

If an annuity is reduced as provided in section 3 (b) of the act (sec. 7) of the bill 
or by reason of other payments based on creditable military service (as provided in 
sec. 4 (i) of the act) the proviso of section 9 will be applicable to the annuity to 
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which the employee is ‘‘entitled’’; that is, after such reductions. In both instances 
the employee is entitled only to the reduced annuity. 

A section 2 (a) (3) annuity to a male employee is reduced by one one-hundred- 
eithtieth for each month that he is under age 65; and an annuity pursuant to a 
joint-and-survivor election is reduced to permit the payment of part of the 
employee’s annuity to his surviving spouse (in addition to the survivor annuity 
pursuant to sec. 5 of the Railroad Retirement Act). If the over-all minimum 
provided in section 9 were applied to the annuities so reduced the employee in 
each such case would receive greater benefit from the over-all minimum than is 
intended or warranted. The language in the parentheses, therefore, avoids 
this possibility. 

In order to determine whether an employee is insured under the Social Security 
Act for the purpose of applying the over-all minimum, it will be necessary to 
apply the provision of that act. This will not be necessary, however, if the 
employee is completely or partially insured, in accordance with the provisions of 
section 5 (1) (4) of the Railroad Retirement Act; in such case, he will be deemed 
to be fully or currently insured, respectively, under the Social Security Act. 

Section 203 (f) of the Social Security Act imposes penalties in addition to the 
work clause for failure to report earnings of more than $50 a month by individuals 
in receipt of monthly benefits under that act. The Railroad Retirement Act 
provides no penalties in addition to the work clause. The question whether the 
over-all minimum would apply where no monthly benefit would be payable under 
the Social Security Act (because of this additional penalty provision) while the 
annuity under the Railroad Retirement Act would nevertheless be payable, is 
answered in the affirmative by the language in the parentheses. On the other 
hand, the over-all minimum provision will not apply with respect to a month in 
which the annuitant (including a spouse annuitant) works for an employer 
under the act or for the last person by whom he was employed before the annuity 
began even though the amount earned is less than $50 or the annuitant is over 
75 years of age. Under those conditions no annuity is payable under the act, 
and the proviso applies only for months in which an annuity accrues and is payable. 
The proviso in section 9 will assume timely applications for the social-security 
benefits but section 27 (j) will not permit such assumption with respect to recom- 
putation of the social-security benefit. 

Section 10 of the bill, by striking out section 3 (h) of the act, will make possible 
the recomputation of an annuity previously awarded on the basis of additional 
creditable service and compensation accumulated after the annuity has begun 
to accrue. While this amendment will not permit changing from one annuity to 
another, it will make increases in the same annuity possible in cases where the 
original annuity was based on less than 30 years of service. 

Sections 12 through 25 amend section 5 of the Railroad Retirement Act. Sec- 
tion 12 adds an annuity to a widower age 65 and provides that in no case shall 
the “‘survivor’s insurance annuity’’ of the widow or widower be less in amount 
than she or he received during the lifetime of the employee as a spouse’s annuity. 
The same provision is made in section 13 of the bill for a widow’s current insur- 
ance annuity. The term “widow” in section 5 (b) and 5 (i) (1) (iii) of the act 
will include a former wife divorced. (See sec. 24 (a) (2) (i) of the bill.) 

Under the present law a widow’s annuity is three-fourths of the ‘‘employee’s 
basic amount,”’ a child’s and parent’s annuity is one-half of the “employee’s 
basic amount,’’ and an insurance lump-sum is eight times the ‘“‘employee’s basic 
amount.’’ Many persons misunderstood the quoted term to mean the employee’s 
annuity when in fact it bears no relation to the employee’s annuity but is more 
nearly analogous to a primary benefit under the Social Security Act, and serves 
no purpose other than to arrive at a figure of which a fractional part is paid as a 
survivor benefit. The new term “‘survivor’s insurance annuitv” will not be sub- 
ject to such misunderstanding. Moreover, under the bill the widow, widower, 
child, and parent of a deceased employee will receive the same “survivor’s insur- 
ance annuity” rather than three-fourths and one-half, respectively, of the ‘‘em- 
ployee’s basic amount,’”’ Since under present law an insurance lump sum is 
eight times the “basic amount’”’ and a widow’s monthly survivor benefit is three- 
fourths of a basic amount, the insurance lump sum is eight times four-thirds or 
10% times a widow’s monthly survivor benefit. To maintain approximately the 
existing relationship between the insurance lump sums and widows’ monthly sur- 
vivor benefits the bill measures the insurance lump sums by 12 times a monthly 
survivor benefit (10% being rounded our to 12). 

Section 14 of the bill provides that a child shall receive the full amount of the 
“survivor’s insurance annuity,” except that if there is more than one child sur- 
viving the employee, each child shall receive two-thirds of the survivor’s insurance 
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annuity and one-third thereof shall be divided equally among all such children. 

Section 15 provides against the payment of a parent’s annuity not only, as in 
the present law, if the employee died leaving a widow or child but also if there 
is & Surviving widower; and, for the reasons stated earlier, section 24 (a) (3) of the 
bill dispenses with the requirement of filing proof of support. The same section 
24 (a) (3) of the bill liberalizes the extent of the support required. 

Section 16 deals with a situation in which two or more children survive parents 
both of whom were employees and died insured. In such a situation, unless 
special provision were made the amounts of the childrens’ benefits would vary 
depending on which child filed with respect to the death of which parent. In 
order to avoid such fortuitous variations in benefits, section 16 provides that all 
children shall be deemed to apply for annuities with respect to the death of only 
one of such parents. In the selection of such one parent, however, this section 
requires that such parent be the one with respect to whose death the children 
would receive the largest possible annuities, regardless of whether the applications 
are filed at the same time. If the amount of the child’s annuity is the same with 
respect to each parent, the selection of the parent is immaterial. 

Section 17 of the bill includes a widower among those entitled to share in the 
insurance lump sum provided by paragraph (1) of subsection (f) of section 5 of 
the act, and in addition makes the following changes in the existing law: At the 
present time if an insured employee dies leaving no one entitled immediately to 
monthly annuities, a lump sum of eight times the basic amount is payable to his 
survivors in the order provided in that subsection. This insurance lump sum, 
however, is not payable if at the time of the employee’s death there is a survivor 
entitled to monthly benefits, except that if the total of the monthly benefits paid 
within 1 year of such death is less than the insurance lump sum of eight times the 
basic amount, the difference is then paid to his survivors in a certain order as 
provided in that subsection. The bill provides for the payment, upon the death 
of an employee leaving no one entitled immediately to monthly benefits, an 
amount equal to 12 times the survivor’s insurance annuity to the same persons who 
are entitled under the present law to the amount of eight times the basic amount. 
As has previously been pointed out, 12 times the survivor’s insurance annuity 
in lieu of eight times the basic amount will preserve approximately the same 
relationship between the insurance lump sum and a widow’s monthly survivor 
benefit as now exists. This section provides also for the payment of an amount 
equal to four times the survivor’s insurance annuity in cases in which an em- 
ployee dies leaving survivors entitled immediately to monthly benefits. The 
payment of such a benefit in such cases corresponds to a change made in the Social 
Security Act by the 1950 amendments. In addition, if the total of monthly 
benefits paid to the survivors of the employee within 1 year after his death is less 
than an amount equal to eight times the survivor’s insurance annuity the differ- 
ence will then be paid to persons in the order provided in the bill, so that survivors 
of an employee who leaves someone immediately eligible for monthly benefits 
cannot be paid less than they would have received if there had been no one imme- 
diately eligible for monthly benefits. 

Section 18 of the bill includes a widower among the beneficiaries of the residual 
lump sum provided in section 5 (f) (2) of the act. With respect to the benefits 
to be deducted from the residual amount, a distinction is made between (i) 
monthly insurance benefits paid to survivors on the basis of combined “employee” 
and “employment” service, and (ii) old-age insurance benefits to, and benefits to 
dependents of, individuals with less than 10 years of service. In the latter case 
the deductions of the social security benefit is only to the extent that it is based 
on “employee”’ service. The reason for the distinction is that in the case of 
survivor benefits paid under the Railroad Retirement Act, all of such benefits 
are deducted from the residual, including benefits based on the combined service. 
In order to avoid discriminating against individuals with ‘‘a current connection 
with the railroad industry”’ the act now provides that monthly survivor benefits 
paid under the Social Security Act on the basis of combined service should likewise 
be deducted. However, no retirement benefits are paid under the Railroad 
Retirement Act on the basis of combined service and hence there is no deduction 
of any such benefits in arriving at the residual lump sum. It would be inap- 
propriate, therefore, to deduct more than the amounts attributable to railroad 
service and compensation when social security old-age benefits are paid on com- 
bined service to individuals having less than 10 years of railroad service. 

Section 19 of the bill is designed to avoid duplication of benefits either through 
receipt of more than one survivor benefit under the Railroad Act, or through receipt 
of a survivor benefit under that act together with any monthly insurance benefit 
under the Social Security Act, or together with a retirement annuity under the 
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Railroad Act. An individual will receive the equivalent of the larger benefit, but 
not both, 

Section 20 of the bill provides a new formula for determining the maximum 
and minimum totals. If the total of annuities is more than $40 and exceeds an 
amount equal to two and two-thirds times a survivor’s insurance annuity the totals 
will be reduced to the smaller of the two amotints, but in no case to less than $40. 
If the total is less than $20, it will be increased to $20. All increases and decreases 
will be made proportionately. The maximum will be applied only after an 
annuity has been adjusted by reason of other benefit payments and after reduc- 
tions by reason of the provisions in subsection (i). The minimum, however, will 
be applied prior to such adjustment and deduction. After applying the maximum 
provision, the total, if less than it would be under the proviso of section 3 (e) of the 
act (as amended by sec. 9 of the bill) will be increased to the greater amount. 
Similarly, if after applying the maximum the widow or widower should receive 
less than she or he received as a spouse’s annuity, the widow’s or widower’s sur- 
vivor insurance annuity would be increased to the greater amount. 

Section 21 incorporates the same work clause as is now in effect under the 
Social Security Act in addition to the work clause in effeet now under the Railroad 
Retirement Act with respect to employment by an employer under the Act. 

Section 22 extends the period for the beginning of a survivor’s insurance annuity 
to the month in which the individual became eligible even though the application 
therefor was not filed for as much as 6 months after such month. This section 
thus eliminates from the present law the provision that if the application is filed 
more than 8 months after the month of eligibility, the annuity cannot begin 
earlier than the first of the month in which the application was filed. 

The effect of section 23 of the bill is to transfer to the social security system 
all persons who at retirement or at death have completed less than 10 years of 
service under the Railroad Retirement Act, the spouses and children of such per- 
sons, and their survivors, with the same effect as if the service of such persons 
were included in the term “employment” in the Social Security Act. The bill 
makes a distinction between those considered to be career railroad employees and 
those who work casually in the industry from time to time. For this purpose 
some reasonable line must be drawn. The bill classes as not career railroaders 
those who at retirement or death have completed less than 10 years of service. In 
order to make this provision applicable to noneitizen employees working, say, in 
Canada for an employer conducting the principal part of its business in the 
United States, section 23 provides that such service shall for the purposes of the 
Social Security Act be deemed to have been rendered within the United States. 
The same section changes the present provision of section 5 (k) (2) of the act to 
declare it to be the policy of Congress that the old-age and survivors insurance 
trust fund shall be in no better and no worse position than it would have been if 
there had been no separate railroad retirement system. This policy is related to 
but not exclusively concerned with the transferring to the social security system 
of individuals with less than 10 years of service. The discharge of liabilities to 
those with less than 10 years of service will be given appropriate credit in the 
adjustment so as to avoid any inequitable imposition of liabilities on the social 
security system. But beyond that, the bill contemplates that the adjustments 
will embrace whatever transfers are necessary to assure that the social security 
system will neither gain nor lose from the separate existence of the railroad 
retirement system. 

Section 24 (a) of the bill ineludes the definition of ‘‘widower’’ among other 
definitions of survivors; provides the conditions of eligibility both for a widow 
and a widower for survivor benefits; includes in the term “widow” a former wife 
divorced, but subject to the conditions specified in that section; dispenses with 
the requirement of filing proof of support within a specified time for reasons stated 
earlier; and provides against forfeiture of a child’s annuity if such child is adopted 
by a stepparent, grandparent, aunt, or uncle. These provisions conform to the 
amended Social Security Act. 

Section 24 (b) provides an alternative method of allocating compensation to the 

several quarters of the year in determining insured status under the Railroad 
tetirement Act; section 24 (c) redefines the term ‘‘wages’’ to inelude not only 
wages covered by the Social Security Act but also self-employment income covered 
by that act as well as amounts deemed wages under section 217 (a) of the Social 
Security Act, on account of military service other than that creditable under the 
Railroad Retirement Act. 

Section 24 (d) and (e) limit eligibility for survivor benefits to survivors of 
employees who have completed 10 or more years of service. For determining a 
fully insured status, section 24 (d) provides for the exclusion from the elapsed 
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quarters any quarter during any part of which a retirement annuity is payable 
and which is not a quarter of coverage. 

Section 24 (e) includes in the period within which a partially insured status may 
be acquired by an employee the quarter in which death or retirement occurs; and 
in addition provides for the continuance of such status if the employee had the 
necessary quarters of coverage in the quarter in which a retirement annuity will 
have begun to accrue to him. Under this provision, if he has a partially insured 
status at the time an annuity begins to accrue to him, he will continue to be par- 
tially insured even though he would not otherwise be so insured at the time of 
death. 

Section 24 (f) provides that in determining the average monthly remuneration, 
“‘wages’’ will be included only if (i) the total creditable compensation for any 
calendar vear is less than $3,600, and (ii) the average monthly remuneration, if 
based on compensation alone, would be less than $300. In such case, the amount 
of wages included will be an amount not to exceed the difference between the 
compensation for such year and $3,600; and the divisor will not include any 
quarter during any part of which a retirement annuity is payable and which is not 
a quarter of coverage. 

Section 24 (g) substitutes the term “‘survivor’s insurance annuity’’ for the term 
“basic amount’; changes the formula for computing the survivor’s insurance 
annuity by taking 40 percent of the first $100 and 10 percent of the remaining 
average monthly remuneration, plus $1 for each vear of service after 1936. The 
maximum average monthly remuneration possible will be $400, except that where 
the average monthly remuneration is based on the employee’s insured status as 
an annuitant or pensioner, the maximum average monthly remuneration possible 
will be $300. Related changes are likewise made in the provisions for computing 
survivor benefits from pensions where wage records are not available. 

The Railroad Retirement Tax Act now provides that, with respect to compen- 
sation paid after December 31, 1951, the tax rate on employers and employees 
shall be 64 percent of the monthly compensation up to $300. The only amend- 
ment made by section 26 is to change the figure $300 to $400. 

Section 27 (a) makes the bill effective with respect to benefits accruing after the 
last day of the month in which the bill is enacted, irrespective of when service or 
employment occurred or compensation or wages were earned. The proviso in 
section 27 (a) will facilitate the recertification of annuities now on the rolls of the 
Board. The punch-card records of the Board show the amount of the monthly 
compensation and average monthly remuneration (on the basis of which the annui- 
ties have been awarded) without fractions of a dollar. If it were not for this 
proviso, the recertifications made by the use of these records would not reflect 
fully the increase provided by the bill unless each file were examined separatel\ 
but this would be a serious administrative task. 

Section 27 (b) makes effective the provisions for annuities to begin earlier than 
permissible under the present law with respect to annuities awarded in whole or 
in part after the enactment of the bill. The same section makes the crediting of 
service after age 65 effective only with respect to annuities awarded after the 
enactment of the bill. This provision was not made applicable to annuitants now 
on the rolls because the administrative problems of doing so appear insurmountable. 

The effect of section 27 (c) has already been considered earlier in the discussion 
of section 4 of the bill. The term “engaged” on the enactment date does not 
require that the individual be actually working on that date; the term is intended, 
in a broad sense, to include individuals who were on such date in an employee or 
business relationship to the job or business. 

Under section 23 of the bill, individuals who have completed less than 10 vears 
of service, and persons deriving from such individuals, will not be entitled to 
benefits under the Railroad Retirement Act. But section 27 (e) confers upon both 
retirement and survivor annuitants whose annuities have been awarded on less 
than 10 vears of service, and the spouses of present retirement annuitants (but 
only during the lifetime of such annuitants), all the benefits of the bill. 

Section 27 (f) of the bill is the answer to numerous complaints from annuitants 
whose annuities were reduced because they elected to leave part thereof to their 
surviving widows, but whose wives predeceased them. 

Section 27 (h) makes certain that the benefits of the bill will apply to individuals 
to whom annuities were heretofore awarded under the Railroad Retirement Act 
of 1935. The same section 27 (h) precludes the application of the bill to annuities 
heretofore awarded in lump sums equal to their commuted value. 

Section 27 (i) provides that the annuity of a spouse of an individual in receipt of 
a reduced annuity under the Railroad Retirement Act of 1935, or under the Rail- 
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road Retirement Act of 1937 in effect prior to its amendment in 1946, shall be 
one-half of the unreduced annuity. 

Under section 3 (b) of the present law, age annuities cannot be recomputed by 
reason of additional service rendered after the annuity has begun to accrue. 
This section is repealed by the bill making recomputations in such cases possible, 
but only upon application therefor as provided in section 27 (g). Further, the 
proviso in section 9 of the bill will require the Board to take into account an 
increase which would be granted under the Social Security Act upon application 
for recomputation of benefits. While, as stated earlier, for the purpose of this 
proviso original applications will be assumed to be filed on time, the effect of 
section 27 (j) is that no such assumptions will be made for recomputation purposes 
in applying the proviso of section 3 (e) of the act. Forsuch purposes, applications 
will have to be filed with the Railroad Retirement Board. 





Exuipit (B) 
COST OF THE BILL S&S, 1347 


The latest valuation of the railroad retirement account was made as of December 
31,1947. The next will be as of December 31, 1950, but data will not be available 
to permit its completion until some time in 1952. For the 1947 valuation, an 
extensive study was made of all factors entering into the cost of the railroad 
retirement system. These factors include the rates of retirement of railroad 
employees, the rates of disability, mortality rates, withdrawal rates, nonfiling, 
effect of work clauses, payrolls, benefit payments, family composition, revenues, 
and others. On the basis of these studies, certain assumptions were made. For 
the purpose of estimating the cost of S. 1347, all of the assumptions of the 1947 
valuation were retained except the estimate of future payrolls, and the effect of 
work clauses. A change in estimated payrolls is made necessary by the change in 
economic conditions and rates of pay in the railroad industry. As for the fourth 
valuation, the level payroll used in these calculations has been derived from studies 
of estimated future annual creditable payrolls prepared by the Board’s economic 
staff. Changes in the work clause allowance are necessary because of the more 
restrictive provisions of the bill as applied to employee annuitants. There is no 
reason to believe thet the studies for the next valuation will change other assump- 
tions in any material way. All assumptions remain reasonably conservative, 
though probably slightly less so than for the 1947 valuation. 

Since the task of estimating the costs of 8. 1347 is more complex than that for 
the present Railroad Retirement Act or for other amendments which have from 
time to time been proposed or adopted, the resulting level cost estimates are 
necessarily subject to some change up or down. The time available would not 
have permitted a complete analysis of all the factors involved, even if all necessary 
data were available. 

\ future equivalent level payroll of $5.2 billion is used. The equivalent level 
payroll is one figure which is used for all vears in the future. It is a kind of 
weighted average of a series of differing future annual payrolls in which the heaviest 
weight is applied against the earliest years to take into account the effect of com- 
pound interest. The effect on reserve balances is over the long-range equivalent 
to the results that would be attained if the same flat tax rate were applied to the 
varying annual payrolls. 

In the 1947 valuation, an equivalent level payroll of $4.6 billion was used. In 
that figure, only a slight allowance was made for wage increases in the future. 
Such increases have already considerably exceeded the allowance made. More- 
over, economic conditions in the railroad industry have been more favorable than 
was anticipated and will probably continue so for a number of years. Indications 
are that a payroll estimate on assumptions between reasonably high and reason- 
ably low at the present time would be a little under $5 billion. This and the 
$4.6 billion figures are on taxable compensation not in excess of $300 per month. 
S. 1347 increases the taxable compensation to $400 per month. The increase of 
the taxable payroll to $5.2 billion on the $400 per month base is quite moderate. 
A greater increase might be justified, but if made would require such changes in 
other assumptions that the net result on tax rate would be minor. 

On the basis of these assumptions, the following estimates of costs in terms of 
tax rates have been made for the various tvpes of benefits provided by the Rail- 
road Retirement Act as amended by 8. 1347: 
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Retirement annuities: 

ee 8 2 : a aeee 6. 95 

SS oon ees : 3. 00 

9. 95 

Spouses’ annuities - - _- i 1.11 
Survivors’ annuities: 

Aged widows and parents F ‘ 3) 

Widowed mothers 

Children 

Insurance lump sums 


dt DOs] 


NO — 


Residual lump sums ; . 40 
Maximum and minimum provisions ge wa . 20 


Total gross benefit cost ; ‘ 15. 46 
Net offset: 

A. Value of future benefits according to social security 
schedule on railroad compensation credited under 
Railroad Retirement Act 6. 27 

B. Taxes according to social security schedule on rail- 
road payrolls after 1950 : 5. 63 

C. Excess of accumulated social security taxes on rail- 
road retirement payrolls in 1937-50 over additional 
social security benefit which would have been paid 
if railroad retirement earnings had been included 
in definition of ‘““wages”’ : . 40 


D. Net value of adjustments with OASI trust fund 
f[A— (B+ C)] 

E. Funds on hand 

F. Administrative expenses 


nN 


Ww 


' 
! 
bent 
m DO DO 


G. Net offset (D+ E—F)__- oat ae = 1. 33 


Total net cost__- pie ee og i aio ee 


ApPpENpDIx C (1) 


WASHINGTON, D. C.. Se pte mber 13, 1951. 
Hon. Paut Dovauas, 
Chairman, Subcommittee Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Senator Dovuatas: Please refer to the report of the Railroad Retire- 
ment Board, dated April 24, 1951, on the bill S. 1347. Exhibit (B) of that report 
shows that the cost of the Railroad Retirement Act, as it would be amended by the 
bill, would be 14.13 percent of payroll based on a $400 maximum monthly com 
pensation and a $5.2 billion payroll. (The 14.13” figures were later changed to 
“*14,12.’’) 

At the time exhibit (B) was prepared, it was believed that the increase in the 
maximum taxable monthly compensation from $300 to $400 would add 
$300,000,000 annually to the $4.9 billion payroll which is based on the present 
$300 maximum monthly compensation. Recently, however, two separate in- 
vestigations, one made by the Board’s Office of Director of Research, and the other 
by the Association of American Railroads, disclosed that the increase in the maxi- 
mum monthly compensation from $300 to $400, as proposed in the bill, would add 
to payrolls $600,000,000 annually, so that the cost calculations of the bill sheuld 
have been based on a $5.5 billion payroll instead of $5.2 billion. 

In view of this recent development, the Board’s actuary has recalculated the 
cost of the bill on the basis of the $5.5 billion payroll and has prepared a New Table 
for Exhibit B, hereto attached. As shown by this New Table for Exhibit B, the 
cost of the Railroad Retirement Act, as it would be amended by the bill 8. 1347, 
would be 13.90 percent of payroll 

The Board therefore requests that this letter be published in the committee re 
ports with a notation that the figures ‘'14.13” or ‘'14.12,”’ wherever they refer to 
the cost of the act as it would be amended by the bill, should be read as ‘'13.90.”’ 

This letter is on behalf of the majority of the Board. One member of the Board 
will send you his own comments within a few days 

Sincerely yours, 
WiituiamM J. KENNEDY, Chairman. 
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New TasBie For Exutipsir B 


Costs of benefits under H. R. 3669 and S. 1347 based on a $5.5 billion payroll assump- 
tion and a $400 maximum monthly compensation 
Cost as 
a percent 
Item of payroll 


A. Railroad Retirement Board benefits and administrative expenses... 15. 28 


1. Age annuities, pensions, and options ». SI 

2. Disability annuities payable before 65 . 99 

3. Disability annuities pavable after 65 . 35 

t. Wives’ benefits . O9 

5. Aged widows’ annuities . 69 

6. Widowed mothers’ annuities 2! 

7. Children’s annuities . 42 

8. Insurance lump sums 41 

9. Residual payments . 39 

10. Allowance for maximum and minimum provisions . 20 

11. Administrative expenses ia 
Benefits according to social-security formulas based on compensation 
and wages for cases adjudicated by the Railroad Retirement 

Board ). 20 

1. Kmplovee retirement benefits ; 3. 65 

2. Wives’ benefits . 58 

3. Survivor benefits . 97 
Social-security benefits based on wages alone for cases also adjudicated 

by Railroad Retirement Board . 63 


1. Emplovee retirement benefits . o4 
2. Wives’ benefits 
= 
Excess of social-security taxes on railroad payrolls during 1937-50 
over additional social-security benefits which would have been pay- 
able if railroad earnings were credited 

Social-security taxes on railroad payrolls after 1950 

. Funds on hand 
G. Summary: 

1. Railroad Retirement Board benefits and administrative ex- 

penses (A) 

2. Reimbursements from OAST (B 

3. Amounts due OASI (D+ E 

+. Funds in railroad account (F) 

5. Net costs ((1)+ (3) (2) (4)) 
Actuarial Division, Railroad Retirement Board, Office of Director of Research, 

APPENDIX C (2) 
UnireD STatTes OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Ill., Se ple mber 14, 1951. 
Hon. Paut H. Dovuautas, 
Chairman. Subcommittee. Senate Committee on Labor and Public Welfare, 

Washington 25, D. C. 

DeAR SENATOR Dovatas: In Mr, Kennedy’s letter to you dated September 13, 
1951, on behalf of the majority of the Board, concerning 8S. 1347 as introduced 
by you, he kindly mentioned in the last paragraph that one member of the Board 
(myself) would send you his separate comments, which I respectfully submit 
below. 

The $5.5 billion future payroll mentioned in Mr. Kennedy’s letter assumes a 
reduction of only about 10 percent in the number of railroad employees in the 
future. Looking at what has occurred in the recent past we find that the average 
number of employees of class I railroads during the 1920’s was 1,750,000. During 
the last 3 years, 1948-50, the average number has been 1,249,000, a reduction of 
28 percent, despite the feet that traffie units have increased from an average of 
175 billion during the 1920’s to an average of 656 billion for the last 3 years, 
This 28-pereent reduction in number of employees has occurred in only 25 years. 
The $5.5 billion estimate certainly does not allow for a reduction in the number of 
employees in the future consistent with past experience. 

Respectfully submitted. F.C 


fl 
NP 


Squire, Board Member. 





